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Chairman’s Statement
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Dear Shareholders,

On behalf of the board of directors (the “Directors” or the “Board”) of LVGEM
(China) Real Estate Investment Company Limited (the “Company” or “LVGEM
(China)”), | would like to report to all the shareholders who have been
supportive to the Company and its subsidiaries (collectively known as the
“Group”) the consolidated results of the Group for the year ended 31 December
2017.

Looking back, the macroeconomy of China in 2017 was generally in stable
condition, in particular with the real estate market played an important role.
During the year, the Chinese government promulgated a series of regulatory
policies to continuously regulate the real estate market in China and
accelerate the reform of the real estate system and the development of long-
term mechanism, in order to promote the consistently steady and healthy
development of real estate market.

With the effect of long-term mechanism and regulatory policies, the value of
real property in major cities in the PRC continued to be prominent. As one of
China’s most dynamic and innovative cities, Shenzhen continued to witness
influx of expatriate population, leading to contracted land supply and long-term
under supply in residential housing. Strong supply-and-demand fundamentals,
nevertheless, provided long-term solid support for the price of residential
housing in the core areas of Shenzhen. Furthermore, as the Guangdong-Hong
Kong-Macao Greater Bay Area develops, the economic potentials, demographic
benefits, infrastructure improvement and urban renewal will create enormous
opportunities and huge room for asset appreciation in the real estate industry of
Shenzhen.

As an unigue comprehensive property developer, LVGEM (China) adheres to
the strategic planning concept of “Focusing on Core Cities and Cities’ Core
Areas”. The Company’s projects are mainly located in core cities and central
areas of Shenzhen and Hong Kong. LVGEM (China) successfully developed and
operated numerous large-scale quality residential and commercial development
projects in Guangdong-Hong Kong-Macao Greater Bay Area, achieving good
benefits in social, economic and environmental aspects. As the pioneer in the
field of urban renewal, LVGEM (China) has over the years focused on urban
renewal. We successfully developed various urban renewal projects and
secured parcels of land at the heart of urban prime locations at low costs, thus
enjoying first-mover advantage. Meanwhile, through collaboration with our
controlling shareholder, we developed a unique model for land acquisition with
less risk exposure and higher flexibility. The Company adhered to the “two-wheel
driven” model of commercial and residential businesses whereby synergies
were delivered between the businesses of ancillary services for commercial
properties as well as residential development and sales, generating stable cash
flows and gains from appreciation.

For the segment of “Property Development and Sales”, under the “dual-
core strategy”, the Group has been actively participating in residential and
commercial development projects in the Pearl River Delta region for over
two decades, especially the urban renewal projects in Shenzhen. In 2017,
the Group actively launched new quality property projects, namely LVGEM
Hongwan Garden and LVGEM Huazhou International Garden zone B, among
which, zones B1l, B2 and B3 of LVGEM Huazhou International Garden
were launched in May, October and December 2017 respectively, receiving
overwhelming market responses. LVGEM Hongwan Garden was launched for
sale in July 2017 and recorded good sales performance. In addition, the Group
is developing the LVGEM Hong Kong Lau Fau Shan Project which is the Group’s
first property development project in Hong Kong and marked a new milestone
of the internationalisation of the “LVGEM” brand.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017

BRI

AANEREZZER(PEDBEREFR AR ARE R4
S(hE)NEES(EE|HEEGDAME —EXHA
DR EE DR (e AR E ) e R I R A R A
ECTHE+ A=+ HILFENGEEEE -

PE-—F—t%F  FHRZHLEREBETYER  HbEit
ETSRRERER - £ - BREM T —RIINBER
B NHRBTPEFSHWEDTS - MREBESENRE
FRMEEIRER - AMRERBED SN RFERTEERSE
B e

ERAESIRZRRERT - EMRTEEEERE -
ERPEKAENNAFMT Z —  RINIMRACOFER
A M ERERSE  FEERRBHTESR - B
HFEEAERRYZOREETEREREHREHNNES
X o BH BEEERANERNER KBES - AD
BRAN - ERNTEARBTERER - BHERYIE
WETEBEAEAMRE  EEAEZHERX o

EREEFENFE MR ERER @ Gx(PE)FRRE
DRBZ O - BEETZO IMERGBES - BB X
EMERZ DT RO - LRI -FE ST -
B EERRRNERREMES -~ AR BEEEND
¥RRIEAEA - BRFTREFOMEENE - EERATIRER
@ ERMTENRNETE  BR(PR)ZFREIN
MEH - KWERZEESCER - AMERABZEFNT
EBOMBR T - LEEBED - WIREERIERIRE
BAE R TERR - SEEESBES D0 R EEIUR
X ARFBFAEMETEBO EHRED RN - B
ERERTEMEREEXBVKBRME - SREE
IR SRR HEE

EMMERFEBE IR - AEERBEZEEE] —+
MRERIBEH2EIR=AE - FRRRIIMH EHAEE
MHEMBFIER - —_T—tF  AEEEGEHRLELRE
WEFIE R — S ULEEE Mg SEMNBERIERBR - &
o ESNBRERBLE - B2E - B3ED BN -F—
tFHA TR TAKL  REREAR - SR8
AR —Z—tFLARE  HEBRRE - 55 A%
B EHEZERGSTERYIIER ERAEEEEATER
WEZRRER - BREGRIREEARERL -



For the segment of “Commercial Property Investment and Operations”, the
Group currently successfully operates two commercial brands, namely “NEO”
and “Zoll”, totaling 17 investment properties, with a total gross floor area of
approximately 543,708 square meters and an average occupancy rate of
98%. Among which, the grand openings of LVGEM Zoll Hongwan Shopping
Centre and LVGEM Zoll International Garden Shopping Centre were held on 9
January 2017 and 23 January 2018, respectively, securing a number of quality
tenants. By generating stable cash flow and rental income for the Company and
multiple synergies with the Company’s residential business through the “two-
wheel driven” model, these commercial properties have enabled the Group to
achieve stable capital growth.

In order to actively adapt to the Guangdong-Hong Kong-Macao Greater Bay
Area strategy and capture the development opportunities, in 2017, the Group
acquired 8 Bay East, the entire grade-A waterfront office building locating
in “Kowloon East”, the new central business district of Hong Kong, for
HK$9,000,000,000 and renamed it as Hong Kong LVGEM NEO Project, which
is estimated to be completed in 2019. The acquisition represents another key
move of the Group in Hong Kong following the LVGEM Hong Kong Lau Fau
Shan Project, which is of significant strategic importance to us. The project will
consolidate the Group’s leading position in the commercial property sector and
strengthen its market position and brand influence in the Guangdong-Hong
Kong-Macao Greater Bay Area. Leveraging its excellent geographic location
and the huge policy benefits, the project is expected to contribute stable rental
income and long-term capital gains to LVGEM (China).

For the segment of “Comprehensive Services”, in 2017, our property
management services, hotel operations and others contributed revenue of
RMB355 million to the Group. In 2017, the Group newly acquired Vanllee
Hotel, which is located in Covina, California, United States and occupies a
site area of 22,652 square meters. As a milestone project of LVGEM (China),
the operation of Vanllee Hotel represents a further expansion of the Group’s
international business.

After over 20 years of steady operations, LVGEM (China) has won recognitions
in the industry, capital market and society. In 2017, the Group successfully
issued US$400,000,000 guaranteed senior notes, which received immense
responses from the capital market and were over-subscribed. We entered into
a strategic partnership with the Bank of East Asia (China) Limited to obtain
credit support. The Group was awarded the honor of “Trustworthy (Quality)
Enterprises in Shenzhen's Real Estate Development Industry” and ranked
as the “Top 10 Shenzhen Real Estate Development Enterprises in terms of
Comprehensive Strength”. The above achievements reflect that the capital
market highly values the development prospect of LVGEM (China) and that the
society recognizes the strength of the LVGEM (China) brand.

The stable development of the Group could not have been accomplished
without the trust and support from all of our shareholders, investors, clients,
business partners and staff. For this, | would like to extend my sincere gratitude
on behalf of the Board. In future, by continuously adhering to the core value of
“professionalism lays the foundation and mutual harmony leads to sustainable
growth” and committing to the mission of “enhancing city values”, the Group
will continue to consolidate its leading position in the Shenzhen market, focus
primarily on the Pearl River Delta region, follow the Guangdong-Hong Kong-
Macao Greater Bay Area strategy as well as proactively expand its Yangtze
River Delta region market and overseas business. Meanwhile, the Group will
capture development opportunities, speed up project progress and enhance
value and profitability in order to bring long-term and sustainable returns to our
shareholders, investors and society, striving for the fabulous vision of “being the
most respected city value-creator in China”.

HUANG Jingshu
Chairman

Hong Kong, 23 March 2018
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Management Discussion and Analysis
EEENWED T

Industry Review

In 2017, the Chinese economy maintained a steady growth in general and
the real estate industry in China was gradually entering a new stage of stable
development. In order to constantly regulate the development of its real estate
industry, the government has announced a series of regulatory policies to put in
place a long-term and effective mechanism to regulate the real estate industry
and create a favourable environment for the development of the market in view
of a sustainable, stable and healthy growth of the real estate market.

According to the statistics of the National Bureau of Statistics, in 2017, the
sales area and sales amount of commodity housing in China continued to grow
to a sales area of commodity housing nationwide of 1,694.08 million square
meters, representing an increase of 7.7% year-on-year, while the sales amount
of commodity housing nationwide was RMB13,370.1 billion, representing a
year-on-year growth of 13.7%. Meanwhile, the area of commodity housing
pending for sale continued to decline. As at the end of December, the area of
commodity housing pending for sale nationwide was 589.23 million square
meters, representing a year-on-year decrease of 15.3%. This reflected a
gradually more stable real estate industry in China and the remarkable results
of the destocking policy.

With the long-term and effective mechanism and regulatory policies, major
cities continued to stand out with greater values. As one of the most dynamic
and innovative cities in China, Shenzhen has been attracting the inflow
of migrant talents. According to the latest findings of Statistics Bureau of
Shenzhen Municipality as at the end of 2016, the resident population in
Shenzhen amounted to 11.91 million, representing an increase of 4.66%, the
highest among the four major first-tier cities in China. Meanwhile, in order to
deepen the reform of the household registration system, increase the proportion
of registered population and optimize the population structure, the Shenzhen
Municipal Government successively launched various loosening household
registration policies to attract quality talents. In 2016, its registered population
increased by 498,000 as compared to 2015, well ahead of other first-tier cities.
The continuous inflow of migrant population has generated stable growth in
demand of residential and commercial properties in Shenzhen and particularly,
the under supply of land resources has provided strong support to the price of
residential properties in the core district of Shenzhen.

Meanwhile, under the development goal of the “Development Plan for a City
Cluster in the Guangdong-Hong Kong-Macao Greater Bay Area” ( { 788 A &
@I AR R E]) ), the Greater Bay Area will be developed into the globally
first-rate bay area by 2020, establishing the framework for world-class city
clusters. In 2030, the Greater Bay Area will rank the top among global bay
areas, turning into an advanced manufacturing center, key innovation center,
international financial, shipping and trade center globally and emulating into
the forefront of world-renowned city clusters. As more development plans of the
Greater Bay Area are being rolled out, it is expected that the population within
the area will surge.
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Management Discussion and Analysis

As a featured and integrated real estate developer, LVGEM (China) is positioned
as a unique property developer and pioneer in urban renewal, which has always
upheld the “dual-core” strategic planning vision of “Focusing on Core Cities
and Cities’ Core Areas”, with “Shenzhen-Hong Kong” playing the pivotal role.
Our projects made their focused presence over the core areas of core cities
such as Shenzhen, Hong Kong and the Pearl River Delta region, which are also
the major planning cities of the Guangdong-Hong Kong-Macao Greater Bay
Area. The economic growth, demographic benefits, improved infrastructure and
urban renewal construction within the Greater Bay Area will bring enormous
rooms for development and potential opportunities to Shenzhen’s real estate
market, which is expected to further drive the sales and profit growth of the
Group.

Results

The Group achieved satisfactory results for the year ended 31 December
2017. All of its key financial indicators were in line with the expectations of the
management and the overall results performance was satisfactory.

For the year ended 31 December 2017, the Group achieved total revenue of
approximately RMB2,967.8 million (2016: RMB4,590.2 million), representing
a decrease of approximately 35.3% year-on-year. Gross profit was RMB1,937.9
million (2016: RMB2,296.0 million), representing a decrease of approximately
15.6% year-on-year. Gross profit margin remained at a relatively high level of
65.3% (2016: 50.0%).

Profit for the year was RMB1,038.6 million (2016: RMB808.7 million),
representing a growth of approximately 28.4% year-on-year. Profit attributable
to owners of the Company was RMB1,035.4 million (2016: RMB802.3 million),
representing a growth of approximately 29.1% year-on-year. Basic earnings per
share was RMB22.06 cents (2016: RMB17.09 cents), representing a growth of
approximately 29.1% year-on-year.

The Board has recommended the payment of a final dividend of HK5 cents
(equivalent to approximately RMB4.15 cents) per ordinary share for the year
ended 31 December 2017 (2016: HK5 cents and equivalent to approximately
RMB4.5 cents).

The Group’s key financial indicators for the year ended 31 December 2017
were as follows:
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Revenue Wz 2,967.8 4,590.2 (35.3)%
Gross profit Es 1,937.9 2,296.0 (15.6)%
Profit from core business* TS B A" 649.8 604.4 7.5%
Profit attributable to owners of the Company 72 &I R% 5 FE (L 2 F) 1,035.4 802.3 29.1%
Basic earnings per share (RMB cents) FBIREARBR(ARED) 22.06 17.09 29.1%
Gross profit margin (%) FERE(%) 65.3 50.0
* Profit from core business represents profit attributable to owners of the Company * 2 SRR BRIE AN A R R S B FR IS B Y% LA

less fair value changes on investment properties and related deferred tax, exchange
gain or loss and fair value changes on derivative financial instruments.
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Management Discussion and Analysis
EEENWED T

As at 31 As at 31
December 2017 December 2016
R-E—+tF R-T—"F
+=A=+—-8B +=ZA=+—H
(Audited) (Audited)
(fRE%) (5e=Z)

Bank balances and cash (including restricted IRITHEHEIBS (BIEZES
bank deposits) (RMB million) ROTFF)(ARBEBEST) 6,092.7 4,531.2
Average finance costs (%) T BE KA (%) 6.6 6.2
Debt ratio (%) BELL (%) 72.6 64.5
Rate of equity return (%) BRI R (%) 10.5 8.9

Business Review

Over the years, the Group has been focusing on core areas in Shenzhen
and actively participating in large-scale quality residential and commercial
development projects in the Guangdong-Hong Kong-Macao Greater Bay Area.
It has approximately over 20 years of successful experience in real estate
development, in particular urban renewal, which has consolidated the leading
market position of the Group in Shenzhen. In 2017, the Group was again
awarded the honour of “Trustworthy (Quality) Enterprises in Shenzhen’s Real
Estate Development Industry” and was ranked as the “Top 10 Shenzhen Real
Estate Development Enterprises in terms of Comprehensive Strength” for seven
consecutive years, marking the high recognition of the strength of the LVGEM
(China) brand by the community.

In contrast to traditional real estate developers at the national level, LVGEM
(China) has positioned itself as a unique property developer and pioneer in
urban renewal, which persists in the “dual-core” strategic planning vision
of “Focusing on Core Cities and Cities’ Core Areas”. LVGEM (China) has
precisely made its business presence over the core areas of core cities in the
Guangdong-Hong Kong-Macao Greater Bay Area such as Shenzhen, Hong
Kong and Pearl River Delta region. All the past, existing and future major
projects of the Group are located in Greater Bay region. As a part of the relevant
national strategic plan, Guangdong-Hong Kong-Macao Greater Bay Area will
become one of the regions in China with the strongest purchasing power in
the future. The huge policy support and economic growth potential remained
strongly favourable to the real estate demand, price and property rent of the
region, which would benefit the key development areas of the Group such as,
among others, Shenzhen, Hong Kong, Zhuhai and Dongguan.
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Management Discussion and Analysis

As the pioneer in the field of urban renewal, the Group has accumulated
approximately 20 years of successful experience in urban renewal and has
developed more than ten urban renewal projects. With such first mover
advantages and the extensive experience in urban renewal, the Group has been
able to acquire large-scale land in core areas of Shenzhen with high quality,
avoiding costly ways of land acquisition such as land tender, auction and
listing, which guarantees a higher return for the Group and prevents high risk
exposure. Through over 20 years of urban renewal experience, the Group has
multiple examples of successful urban renewal projects and has established
a strong brand reputation. Given its experience over the years, the Group has
developed a set of refined business model and a professional team for urban
renewal procedure, which has high viability and can effectively respond to
various policy changes and mitigate operational risks. For the urban renewal
model, the Group also focuses on the bottom-up approach and completes each
project with market-oriented and standardised methods. Meanwhile, through
the cooperation with controlling shareholders, the Group has successfully
developed a set of comprehensive and standardised land-acquisition model to
continue to flexibly expand the land bank of the listed company.

Property Development and Sales

Property development and sales are the core businesses of the Group. For the
year ended 31 December 2017, real estate development and sales of the Group
generated approximately RMB2,114.3 million in revenue during the year (2016:
RMB3,956.4 million), representing a decrease of approximately 46.6% year-
on-year. The decrease in revenue was mainly attributable to the decrease in
gross floor area handover during the year. The total contracted sales amounted
to approximately RMB3,619.7 million (2016: RMB826.8 million), representing
a substantial increase of approximately 337.8% year-on-year. During the year
under review, the Group actively launched quality real estate projects, including
LVGEM Hongwan Garden and LVGEM Huazhou International Garden Zone B,
among which, zone B1, B2 and B3 of LVGEM Huazhou International Garden
were launched in May, October and December 2017, respectively and the sales
response was overwhelming. LVGEM Hongwan Garden was launched for sale in
July 2017 with good sales performance and a sell-through rate achieving nearly
100%.

Meanwhile, the Group continued to identify projects with potential, including
LVGEM Mangrove Bay No. 1, LVGEM Meijing Project, LVGEM Liguang Project
and LVGEM Hong Kong Lau Fau Shan project, in order to bring steady
growth momentum for sales and performance in the coming years. Our
operating efficiency and scale will advance to a new stage after the controlling
shareholders gradually introduce their land resources into the listed company in
the future.

LVGEM Mangrove Bay No. 1 is recently the largest urban upgrade and
redevelopment project of the Group. The project comprises three quality
residential buildings and high-quality complex of Grade A offices, hotels and
apartments. The project is located in the southeast corner of the intersection of
Shazui Road and Jindiyi Road in the central business district of Futian District,
Shenzhen. Having easy access to public transport and strategically located in
the proximity to both Futian Port and Huanggang Port, Beijing-Hong Kong-
Macao Expressway and Metro Line 3, 4 and 7, the project occupies a site
area of 24,424 square meters and a planned total gross floor area of 305,450
square meters, among which, the residential portion has a gross floor area of
approximately 118,687 square meters. LVGEM Mangrove Bay No. 1 is expected
to be launched for sale in 2018.
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Management Discussion and Analysis
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LVGEM International Garden is located in Huazhou, Maoming of Guangdong
Province. It is located in a well-developed and traditional residential area with
rich natural resources and is in proximity to Juzhou Park. It is well-served by
a public transport network and is approximately a 10 minutes’ drive from the
city centre. The total investment of the project will be over RMB8.0 billion. In
particular, zone B1, B2 and B3 of LVGEM Huazhou International Garden were
launched in May, October and December 2017, respectively with a total of
1,798 residential units and the market response was overwhelming. As at 31
December 2017, 1,606 units have been subscribed and the subscription sales
amounted to approximately RMB1.6 billion.

LVGEM Meijing Project is another urban upgrade and redevelopment project
positioned to serve the high-income class ranging from white-collar to golden-
collar, in Shenzhen. This project has an integrated modelling zone for new
mixed-use industrial town which will be mainly used for industrial research and
development and industrial ancillary services, complemented by other functions
such as apartments, commerce and offices. The project is located at south of
Beihuan Road, north of Qiaoxiang Road, east of the intersection of Qiaoxiang
Road and Beihuan Road as well as west of Qiaochengfang in Shenzhen.
The project occupies a site area of 10,862 square meters and a planned
aboveground gross floor area of 97,214 square meters. Strategically located in
the sub-district of Overseas Chinese Town, the project possesses rich scenic
resources. It commenced construction at the end of 2016.

Commercial Property Investment and Operations

The Group adheres to the “two-wheel driven” model of both commercial and
residential businesses. In particular, the ancillary services of commercial
properties, residential development and sales business create synergy and
generate steady cash flow and operating revenue to the Group. The Group’s
commercial property development projects are mainly independent commercial
projects as well as complex projects that comprise of commercial areas. Among
which, ancillary services of commercial properties under complex projects
significantly increase the overall value of individual residential projects among
the real estate development business. Through quality commercial property
management, the Group can be rewarded with investment returns from the
appreciation in property value, as well as generate stable rental income and
cash flow by properly managing and leasing quality commercial properties.

The commercial properties owned by the Group are mainly represented by
two commercial brands, namely “NEO” and “Zoll”, including NEO Urban
Commercial complex, LVGEM Zoll Hongwan Shopping Centre, LVGEM
Zoll Chanson Shopping Centre, LVGEM 1866 Zoll Centre, LVGEM Zoll
International Garden Shopping Centre, Hong Kong LVGEM NEO and other
shops and investment properties, with a total gross floor area of approximately
543,708 square meters. For the year ended 31 December 2017, the Group’s
revenue from the investments and operations of commercial properties was
approximately RMB498.3 million (2016: RMB430.2 million), representing an
increase of approximately 15.8% as compared to the same period last year.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017

BREEBREHRUNEREXETEMN - LEKANERE
E& - RRERTH - MWEBMHLE  RETENRHR
WAL - BEEM R OMETNI0ONESRR - ZBARERR
BBARKESOET - A AEER_T—tFHA - +
H T Z A2 RBERENBL - B2R RB3REE
5#1,798% F MBRERI - BHE_T—+tF+-A=
T—H  BEREL06E @ RBLMOARBIET

BREEXREERS —EAMTAMRBCERE - EEFARI
BEMSENRRAANE - ZHEBHEE —ENEXETE -
EXRERT  REAELE BE RANZLHEAHE
ERRaRER - BEANANTILRAENE - BFK
AdE - BEKEILRANBRONUR - BT ATE - hi
10,862 75K -y FAREIREEEE /97,214 F 52K © IR
BURERHA R  AEEEMNMEUENEENSEE
R BEER-ZE—RFEMGRHT -

BRMEREEEE

AEBERHHENTEEBN EHED R - ¥
EREREERELHEXBEABRRE - REBTR
RENRERLERBMA - AEEAREWERRBVTE
RBUHEREBERESHENGAREAR  EPHE8RH
BRBEMENLE - JAKRFHEREEBNER
HEWEFEEEHFAEE - FEETTBBELARENEE
B EXMENENREDR - RSEBTEEEMHE
BEREDE  EEREOESRAMBRER -

AREE R ATNEO IM[ b2 IMAE EmE AR ERNE X
WERD - BT ERE : NEOBMEBKREE « SRR
BREDTRL - GRERTEBYTL - AR1866EKRE
R ERBERIEH BT L - BBLRNEO R E M
RiEWE  SHBREEBELR/L43,708F K - BEZ
Z—tF+ A=+ —HALFE  AEEREBBHEDER
BREENWENRAREINBIAETL(ZT—RF - A
R¥4302887T) - RLLIERL15.8% -




Management Discussion and Analysis

NEO Urban Commercial complex is elected as one of the ten major landmarks
of Shenzhen. It is strategically located in the western region of central Futian
District of the core central business district in Shenzhen. It is a key urban and
commercial landmark in Shenzhen. It has easy access to public transport
locating at the intersection of four Metro Lines 1, 7, 9 and 11. NEO Urban
Commercial complex has a total gross floor area of approximately 252,539
square meters and a total lettable area of approximately 105,870 square
meters. The high-quality corporate tenants of Grade A office building comprise
offices and branches of various Fortune Global 500 companies, banks,
telecommunications corporations and other state-owned enterprises. As at
31 December 2017, the average occupancy rate of NEO Urban Commercial
complex was about 99% (2016: 99%).

Hong Kong LVGEM NEO Project is located in “Kowloon East”, the new central
business district in Hong Kong, occupying a site area of approximately 4,500
square meters and a planned total gross floor area of approximately 55,390
square meters. To proactively develop the business layout over Guangdong-
Hong Kong-Macao Greater Bay Area, the Group acquired 8 Bay East, the full
seaview grade-A commercial building in Hong Kong for HK$9 billion during
the year, and renaming it as the Hong Kong LVGEM NEO Project. The project
represents a strategic step for the Group to create a meaningful presence in the
Hong Kong property market and will strengthen the Group’s leading position
in the commercial property sector as well as its market position and brand
influence in the Guangdong-Hong Kong-Macao Greater Bay Area. The project
transaction was completed and delivered on 29 December 2017 and the
construction is expected to be completed in 2019. Given its favorable location,
the project is expected to offer stable rental income and long-term capital gains
to the Group.

Zoll Shopping Centre is a famous fashion and comprehensive shopping centre.
As at the end of 2017, the Group owns and operates LVGEM Zoll Hongwan
Shopping Centre, LVGEM Zoll Chanson Shopping Centre and LVGEM 1866 Zoll
Centre. During the year 2017, the average annual occupancy rate was about
97%. In particular, LVGEM Zoll Hongwan Shopping Centre, which is located in
Meilin District, Futian, Shenzhen, was opened for business on 9 January 2017
with 77 contracted store tenants; the occupancy rate for sections opened in
Phase | reached 100%. In addition, LVGEM Zoll International Garden Shopping
Centre launched its full-scale opening on 9 February 2018, which is expected
to contribute increasing and more stable rental income to the Group in the
future.

Comprehensive Services

The Group provides comprehensive services to customers and tenants of
its residential and commercial properties, including property management
services, hotel operations and others. For the year ended 31 December 2017,
the comprehensive services of the Group generated revenue of RMB355.2
million (2016: RMB203.6 million), representing a year-on-year growth of
approximately 74.5%.

Property management services include security services and maintenance and
management of properties and facilities. The Group provided comprehensive
property management services for most of its property development projects
through its wholly-owned subsidiaries, namely JREIIT4R S 42 T3 B 12 IR7S
BBRAT] (Shenzhen LVGEM Jiyuan Property Management Service Co., Ltd.*)
and RIS MEEE AR QA (Shenzhen LVGEM Property Management
Co., Ltd.*). The comprehensive services provided by the Group ranged from
security services, property maintenance and management of ancillary facilities.
Shenzhen LVGEM Property Management Co., Ltd. obtained the 1ISO9001:2008
certification for its quality system of property management services and the
level A property management qualification.

* For identification purposes only 1£ 5
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Management Discussion and Analysis
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In respect of hotel operations, the Group operates and manages two hotels in
Shenzhen and the United States. These hotels include LVGEM Jinjiang Hotel,
which is located in the central business district of Futian district, Shenzhen,
and Vanllee Hotel in Covina, California, the United States which was newly
acquired in 2017. In particular, LVGEM Jinjiang Hotel has a total gross floor
area of 25,751 square meters. It is strategically located and has over 330
rooms, 2 multi-functional meeting rooms, 1 banquet hall and video conference
room. As at 31 December 2017, its average occupancy rate was approximately
77% (2016: 77%).

The Group newly acquired Vanllee Hotel located in Covina, California, the
United States. The hotel occupies a site area of approximately 22,652 square
meters and renovation is expected to be completed in 2018. The operation of
Vanllee Hotel is a milestone project of LVGEM (China) and marked the further
expansion of the Group’s international business, which is expected to contribute
stable hotel operation income to the Group.

Financing

During the year, the Group adopted both domestic and overseas capital
platforms in their highest and best use to conduct financing and the cross-
border financing strategy between Hong Kong and the PRC so as to consolidate
the financial resources of the Group. Gemstones International Limited, a wholly-
owned subsidiary of the Group, issued a total of US$400,000,000 guaranteed
senior notes due 2020 on 15 August 2017 and 25 October 2017 respectively.
The Group intends to use the net proceeds from the issue for general corporate
purposes and finance the new property projects.

The Group obtained the financing credit limit of Hong Kong syndicated loans
of HK$5,400,000,000 during the year as a strong financial support to the
successful acquisition of Hong Kong LVGEM NEO project. This financing was
the first overseas syndicated loans granted to the Group, marking the high
recognition on our operating status as well as confidence in our future prospect
from the banking industry.

The Group expected to further consolidate its financial strength through
domestic and overseas financing, establish domestic and overseas financing
platform in support of the Group’s development, seize more development
opportunities and achieve substantial business growth in the future.

Future Prospect

Following the steady development of the Mainland’s economy and the launch
of the strategic plan of the Guangdong-Hong Kong-Macao Greater Bay Area,
the Group is confident in the prospect of the real estate market in the Mainland
China, particularly the tremendous development potential of the Greater Bay
Area. In the future, the Group will continue to persist in its strategic vision of
“Focusing on Core Cities and Cities’ Core Areas” with “Shenzhen — Hong Kong”
playing the pivotal role and establish our strategic presence in the Guangdong-
Hong Kong-Macao Greater Bay Area, in order to consolidate and strengthen our
solid position in Shenzhen.

Apart from focusing on the development of real estate projects in the core cities
in the Guangdong-Hong Kong-Macao Greater Bay Area, the Group will continue
to expand overseas markets and identify quality projects when appropriate in
order to satisfy its medium-to-long term development needs.
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Management Discussion and Analysis

In 2018, the Group will formulate the best business development plan that
meets the market needs by leveraging the Company’s characteristics and
strengths and accommodating to the national policies. In respect of residential
projects, LVGEM International Garden zone B4, zone E and LVGEM Mangrove
Bay No. 1 are expected to be launched for pre-sale in 2018. For commercial
projects, LVGEM Zoll International Garden Shopping Centre has already opened
for business on 23 January 2018, which is expected to contribute increasing
and more stable rental income to the Group in 2018. The interior renovation of
Vanllee Hotel project in the United States is expected to be completed in 2018,
which is expected to contribute stable hotel operation income to the Group.

Looking forward, constantly upholding the core value of “Professionalism lays
the foundation and mutual harmony leads to sustainable growth”, the Group
will seize any development opportunities, speed up the progress of projects,
enhance value and profitability so as to further strengthen its market position in
and brand influence over the development of the Greater Bay Area. The Group
will strive for the vision and goal of “being the most respected city value-creator
in China”.

MAJOR CORPORATE EVENTS

On 15 August 2017, Gemstones International Limited, a wholly-owned
subsidiary of the Company, issued 8.5% guaranteed senior notes due 2020 in
an aggregate principal amount of US$225,000,000. Details of the terms and
conditions are set out in the announcements of the Company dated 3 August
2017, 9 August 2017 and 17 August 2017.

On 25 October 2017, Gemstones International Limited issued additional
8.5% guaranteed senior notes due 2020 in an aggregate principal amount of
US$175,000,000, which are consolidated and formed a single series with the
Senior Notes issued on 15 August 2017 (collectively referred to as the “Senior
Notes”). Details of the terms and conditions are set out in the announcements
of the Company dated 17 October 2017, 18 October 2017 and 26 October
2017. The Senior Notes are listed on the Singapore Exchange Securities
Trading Limited (the “Singapore Stock Exchange”). Up to the date of this report,
the total net proceeds of approximately US$396 million from the issuance of the
Senior Notes have been fully received.

On 11 October 2017, Pace Ascend Limited, an indirect wholly-owned
subsidiary of the Company, as purchaser, entered into a sale and purchase
agreement with Greater Honour Limited as seller, pursuant to which the Group
conditionally agreed to acquire the property located at 123 Hoi Bun Road, Kwun
Tong, Kowloon and the completed development by way of (i) the acquisition
of the entire issued shares capital and sales loan of New Grade Investments
Limited; and (ii) the engagement of project manager (being another indirect
wholly-owned subsidiary of the seller's guarantor) to continue, and complete,
the construction of the development project after completion in accordance
with the terms of the project management agreement, at a total consideration of
HK$9 billion. The acquisition was completed on 29 December 2017.
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Management Discussion and Analysis
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On 17 January 2018, the Company received a notice from Chance Talent
Management Limited (the “CB Subscriber”), requesting for the conversion of
the convertible bonds in the principal amount of US$10,000,000. Accordingly,
the Company has allotted and issued 28,794,063 conversion shares to the CB
Subscriber at the conversion price of HK$2.695 per conversion share on 18
January 2018.

On 7 February 2018, the Company entered into a convertible preference shares
subscription agreement with Silver Sure (BVI) Investments Limited (“Silver
Sure”), a wholly-owned subsidiary of ABC International Holdings Limited,
pursuant to which the Company has agreed to allot and issue, and Silver Sure
has agreed to subscribe for 132,564,669 new convertible preference shares
at the convertible preference shares subscription price of HK$2.938 per
convertible preference share (the “2018 CPS Subscription”). The conversion
shares were allotted and issued pursuant to the general mandate granted to
the Directors in the annual general meeting held on 21 June 2017 (the “2017
AGM”). The 2018 CPS Subscription was completed on 21 February 2018.
Details regarding the 2018 CPS Subscription are set out in the announcements
of the Company dated 7 February 2018 and 13 February 2018.

On 7 February 2018, the Company entered into a share subscription agreement
with Leadon International Investments Real Estate Limited (“Leadon”), an
independent third party, pursuant to which the Company has agreed to allot
and issue, and Leadon has agreed to subscribe for 132,564,669 new shares at
the share subscription price of HK$2.938 per share (the “Share Subscription”).
The shares were allotted and issued pursuant to the general mandate granted
to the Directors in the 2017 AGM. The Share Subscription was completed on
26 February 2018. Details regarding the Share Subscription are set out in the
announcements of the Company dated 7 February 2018 and 13 February
2018.

On 8 February 2018, the Company entered into a placing and subscription
agreement with China LVGEM Property Holdings Limited (“China LVGEM") (the
immediate holding company of the Company) and two placing agents, pursuant
to which (i) China LVGEM agreed to place, through the placing agents, an
aggregate of up to 80,000,000 top-up placing shares of the Company at the
top-up placing price of HK$2.938 per share (the “Top-up Placing”); and (ii)
China LVGEM agreed to subscribe for up to 80,000,000 top-up subscription
shares of the Company at the top-up subscription price of HK$2.938 per
share (the “Top-up Subscription”) which is equivalent to the top-up placing
price. The shares were allotted and issued pursuant to the general mandate
granted to the Directors in the 2017 AGM. The Top-up Placing and the Top-
up Subscription were completed on 13 February 2018 and 14 February 2018
respectively. An aggregate of 80,000,000 top-up placing shares of the Company
were placed to two placees at the top-up placing price of HK$2.938 per share;
and 80,000,000 top-up subscription shares of the Company were allotted and
issued to China LVGEM at the top-up subscription price of HK$2.938 per share.
Details regarding the Top-up Placing and the Top-up Subscription are set out in
the announcements of the Company dated 8 February 2018 and 13 February
2018.
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Management Discussion and Analysis

Financial Review
Revenue

The Group’s revenue mainly comprised of revenue from sales of properties
held for sale, leasing of investment properties and comprehensive services.
The Group’s revenue for the year ended 31 December 2017 was approximately
RMB2,967.8 million (2016: RMB4,590.2 million), representing a decrease of
approximately 35.3% as compared to the same period last year, which was
mainly due to the decrease in revenue from sales of properties held for sale,
the decrease of revenue mainly attributable to the decrease in gross floor area
handover during the year. Segment of commercial property investment and
operations and comprehensive services maintain steady growth of revenue.
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Property development and sales R NIHE 2,114,289 3,956,426 (1,842,137) (46.6)
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Comprehensive services LR E RS 355,167 203,531 151,636 74.5
Total st 2,967,751 4,590,162 (1,622,411) (35.3)

For the year ended 31 December 2017, the revenue from sales of properties
held for sale was approximately RMB2,114.3 million (2016: RMB3,956.4
million), representing a decrease of approximately 46.6% as compared to
the same period last year, which mainly includes sales of the residential
buildings of LVGEM Hongwan Garden and other properties held for sale. The
Group’s total gross floor area of properties held for sale sold during the year
ended 31 December 2017 was approximately 55,500 square meters (2016:
approximately 150,000 square meters).

Revenue from leasing of investment properties for the year ended 31 December
2017 was approximately RMB498.3 million (2016: RMB430.2 million). The
Group’s commercial properties are all located in core areas. The properties are
mainly operated under the brands of “Zoll” and “NEQO”. The occupancy rate of
investment properties during the year ended 31 December 2017 remained at a
high level at 98% (2016: 94%).

The Group provides comprehensive services to customers and tenants of its
residential and commercial properties. These comprehensive services include
property management services, hotel operations and others. For the year ended
31 December 2017, comprehensive services of the Group generated revenue
of RMB355.2 million (2016: RMB203.6 million), representing an increase of
approximately 74.5% as compared to the same period last year.

Gross Profit and Gross Profit Margin

For the year ended 31 December 2017, the Group’s integrated gross profit
slightly dropped to approximately RMB1,937.9 million (2016: RMB2,296.0
million), representing a decrease of approximately 15.6% as compared to last
year; while the integrated gross profit margin for the year ended 31 December
2017 increased to a relatively high level at 65.3% (2016: 50.0%). The increase
in gross profit margin was mainly attributable to higher revenue from property
development and sales and gross profit margin during the year.
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Management Discussion and Analysis
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Selling Expenses

For the year ended 31 December 2017, selling expenses of the Group
amounted to approximately RMB67.7 million (2016: RMB58.3 million),
representing an increase of approximately 16.1% as compared to last year. In
2017, the selling expenses mainly included advertising expenses for LVGEM
Mangrove Bay No. 1 and LVGEM International Garden.

Administrative Expenses

For the year ended 31 December 2017, administrative expenses of the Group
amounted to approximately RMB361.6 million (2016: RMB348.7 million),
representing an increase of approximately 3.7% as compared to 2016. The
increase was mainly attributable to the increase of staff cost of the Group during
the year. Among which, the amortisation expenses for share options during the
year amounted to approximately RMB80.4 million (2016: RMB128.4 million).

Fair Value Changes on Investment Properties

The valuation on the Group’s investment properties as at 31 December 2017
was conducted by an independent firm of property valuers which resulted in a
positive fair value changes on investment properties of RMB478.4 million for
the year ended 31 December 2017 (2016: RMB247.5 million).

Finance Costs

For the year ended 31 December 2017, finance costs of the Group amounted
to approximately RMB613.6 million (2016: RMB406.5 million), representing an
increase of approximately 50.9% as compared to 2016.

The increase in finance costs was due to the increase of the Group’s total
interest-bearing loans to RMB18,971.1 million as at 31 December 2017 from
RMB11,940.4 million as at 31 December 2016. The Group’s average finance
cost of interest-bearing loans was 6.6% for the year ended 31 December 2017
(2016: 6.2%).

Income Tax Expense

For the year ended 31 December 2017, income tax expenses of the Group
amounted to approximately RMB458.8 million (2016: RMB1,044.8 million).
The Group’s income tax expense included payments and provisions made for
EIT and LAT during the year. The decrease of income tax expense during the
year was mainly attributable to the decrease in LAT provision. The LAT for the
year amounted to approximately RMB4.0 million (2016: RMB692.0 million),
which was mainly attributable to the sales of LVGEM Hongwan Garden net with
overprovision of LAT in prior year amounted to RMB223.9 million.

Operating Results
For the year ended 31 December 2017, the profit attributable to owners of the

Company was approximately RMB1,035.4 million (2016: RMB802.3 million),
representing an increase of approximately 29.1% as compared to 2016.
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Management Discussion and Analysis

Liquidity, Financial Resources and Gearing

Bank balances and cash as at 31 December 2017 amounted to approximately
RMB6,092.7 million (including restricted bank deposits) (2016: RMB4,531.2
million).

The Group had total borrowings of approximately RMB18,798.8 million as at 31
December 2017 (2016: RMB11,976.5 million). Borrowings classified as current
liabilities were approximately RMB4,204.7 million (2016: RMB3,580.3 million)
and the Group's gearing ratio as at 31 December 2017 was approximately
127.9% (2016: 80.6%), which was based on total interest-bearing loans less
bank balances and cash (including restricted bank deposits) to total equity.

Please refer to notes 30, 31 and 32 to the consolidated financial statements for
the details of interest-bearing borrowings.

Current, Total and Net Assets

As at 31 December 2017, the Group had current assets of approximately
RMB14,142.8 million (2016: RMB11,525.3 million) and current liabilities
of approximately RMB9,650.9 million (2016: RMB5,816.4 million), which
represented a decrease in net current assets from approximately RMB5,708.9
million as at 31 December 2016 to approximately RMB4,492.0 million as at 31
December 2017. The decrease in net current assets as at 31 December 2017
was mainly attributable to the maturity of the convertible bonds in year 2018
and payment of deposits of land use right during the year.

As at 31 December 2017, the Group recorded total assets of approximately
RMB36,796.8 million (2016: RMB25,924.5 million) and total liabilities of
approximately RMB26,727.6 million (2016: RMB16,726.8 million), representing
a debt ratio (total liabilities over total assets) of approximately 72.6% (2016:
64.5%). Net assets of the Group were approximately RMB10,069.2 million as
at 31 December 2017 (2016: RMB9,197.7 million).

For the year ended 31 December 2017, the Group was able to utilise its internal
resources and debt financing to meet the funding requirements for acquisition.

Charge on Assets

For the year ended 31 December 2017, loans of approximately RMB12,323.7
million (2016: RMB8,597.5 million) were secured; and properties under
development for sale, properties held for sale, investment properties, properties,
plant and equipment and pledged deposits of the Group were pledged in the
total amount of approximately RMB17,930.0 million (2016: RMB13,093.6
million).

Contingent Liabilities

For the year ended 31 December 2017, the Group had contingent liabilities
relating to guarantees in respect of mortgage facilities for certain purchasers
amounting to approximately RMB379.2 million (2016: RMB2,479.5 million).
Pursuant to the terms of the guarantees, if there is default of the mortgage
payments by these purchasers, the Group is responsible to repay the
outstanding mortgage loans together with any accrued interest and penalty
owned by the defaulted purchasers to the banks.
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The Group’s guarantee period commences from the dates of grant of the
relevant mortgage loans and ends upon the earlier of the buyer obtaining the
individual property ownership certificate or the full settlement of mortgage loans
by the buyer.

The Directors consider that it is not probable that the Group will sustain a
loss under these guarantees as during the periods under guarantees, the
Group can take over the ownerships of the related properties and sell the
properties to recover any amounts paid by the Group to the banks. The Group
has not recognised any deferred income in respect of these guarantees as
its fair value is considered to be minimal by the directors. The Directors also
consider that the fair market value of the underlying properties is able to cover
the outstanding mortgage loans guaranteed by the Group in the event the
purchasers default payments to the banks.

Exposure to Fluctuations in Exchange Rates and Related Hedges

Almost all of the Group’s operating activities are carried out in the PRC with
most of the transactions denominated in Renminbi. The Group is exposed to
foreign currency risk arising from the exposure of Hong Kong dollars and United
States dollars against Renminbi as a result of certain cash balances and loans
in Hong Kong dollars or United States dollars.

The Group does not have a foreign currency hedging policy. However, the
Directors monitor the Group’s foreign exchange exposure closely and may,
depending on the circumstances and trend of foreign currency, consider
adopting appropriate foreign currency hedging policy in the future.

Treasury Policies and Capital Structure

The Group adopts a prudent approach with respect to treasury and funding
policies, with a focus on risk management and transactions that are directly
related to the underlying business of the Group.

Employees

As at 31 December 2017, the Group had a staff roster of 1,779 (2016: 1,494),
of which 1,761 (2016: 1,471) employees were based in the mainland China
and 18 (2016: 23) employees were based in Hong Kong. The remuneration
of employees was in line with the market trends and commensurate to the
levels of remuneration in the industry. Remuneration of the Group’s employees
includes basic salaries, bonuses and long-term incentives such as the granting
of share options pursuant to an approved scheme.
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Biographical Details of Directors and Senior Management

Executive Directors

Ms. HUANG Jingshu, aged 30, is an Executive Director and Chairman of
the Company and is responsible for the overall business development of
the Company. From August 2012 to July 2013, Ms. HUANG served in the
Guangzhou branch of Deloitte Touche Tohmatsu (Special General Partnership)
and her last position was analyst of Corporate Risk Management Service
Division, where she was primarily responsible for providing professional
services to the clients. Since November 2010, Ms. HUANG started serving in
Shenzhen LVGEM Entity Management Group Co., Ltd. CRYIT4x s ¥EEE
EEBRA7F]) and her position was the vice general manager of the investment
management department and was responsible for corporate development and
planning matters. Ms. HUANG obtained her Bachelor of Arts with Honours
degree in Accounting and Finance from University of Exeter in the United
Kingdom in July 2010, and her Master of Science degree in Accounting and
Finance in November 2011. Ms. HUANG was appointed as an executive
director and the chairman of the Company on 15 May 2014 and 5 June
2014 respectively. Ms. HUANG is the daughter of Mr. WONG Hong King, the
controlling shareholder of the Company and the sister of Mr. HUANG Hao
Yuan, an executive director of the Company.

Mr. TANG Shouchun, aged 55, is an Executive Director and Chief Executive
Officer of the Company and is responsible for corporate investment and
finance matters of the Company. Mr. TANG was appointed as vice president
of Shenzhen LVGEM Entity Management Group Co., Ltd. OFRYIT4c s XS
EEEBRRAF]) in October 2015 and operations director of the Company in
February 2016. Prior to joining Shenzhen LVGEM Entity Management Group
Co., Ltd. (RYIMEE=EEEEEE AR AF]), Mr. TANG has been the deputy
general manager of Yue Xiu Enterprises (Holdings) Limited and executive
director of Yuexiu Property Company Limited (a company listed on the Hong
Kong Stock Exchange with stock code of 123). Mr. TANG studied business
administration in Nanjing Agricultural University in his early years and obtained
a doctor degree. After graduating, he has been vice professor in university,
senior management in Guangdong and Guangzhou large state-owned
enterprises (including Hong Kong listed companies) and was responsible for
finance, capital operation, legal, audit, strategic and operation management
matters. Mr. TANG is a vice professor, senior accountant, senior economist and
registered asset appraiser in China. Mr. TANG was appointed as an executive
director and chief executive officer of the Company on 31 March 2016.

Mr. YE Xingan, aged 54, is an Executive Director of the Company and is
responsible for the overall project development and management of the
Company. He joined Shenzhen LVGEM Entity Management Group Co., Ltd. (&
JIMGFECEETEEBARAR) in March 2007 and served as the executive
vice president and was responsible for its overall operation management. Prior to
joining the Company, from March 1993 to August 2002, Mr. YE served various
positions in BEMNZERMHBRZAR] (China Vanke Co., Ltd.*), a company
primarily engaged in real estate development. From August 2002 to March 2005,
Mr. YE served as a director and general manager of Chengdu Xinyi Investment
Industry Co., Ltd. (KEPLMEREBZEBRAR]) and was primarily responsible
for overall management. From March 2005 to March 2007, Mr. YE served
as a director and general manager of Shenzhen Xinyi Real Estate Investment
Development Co., Ltd. (RIITILMEF HER A R AR A R]) and was primarily
responsible for its overall management. Mr. YE obtained his associate degree
in accounting from Jiangxi College of Finance and Economics (T 78844 £265,
now known as Jiangxi University of Finance and Economics (T FEEIAEAER)) in
the PRC in June 1986, and he studied courses of master's degree in business
administration at International Business Administration School of University of
International Business and Economics (¥14ME7E 5 KL TSR 205 in
the PRC from September 2000 to September 2001. Mr. YE was appointed as an
executive director of the Company on 15 May 2014.

*
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Biographical Details of Directors and Senior Management

EEREREBAEBZEE

Ms. DENG Chengying, aged 57, is an Executive Director of the Company and is
responsible for the overall finance and taxation management, internal control
and compliance management of the Company. Since July 2007, Ms. DENG
started serving in Shenzhen LVGEM Entity Management Group Co., Ltd. 03I
gEEEEEBAMRAT). She served as an audit director and responsible
for the overall audit, tax planning, risk control and compliance matters. Prior to
joining the Company, from 1993 to 2013, Ms. DENG assumed various positions
including accounting director and chief financial officer in Shenzhen Xinzhou
Industry Co., Ltd. CRINTFIMEZERMHBRRZAF]), a company primarily
engaged in real estate development and property lease management, and
was responsible for accounting and finance matters. Ms. DENG obtained her
specialty graduation certificate in industrial accounting (L% 5t) from Hunan
Radio and TV University C#rEIEEHRAZ) in the PRC in July 1986 and
studied specialty courses of master's degree in business administration in the
Research Institute of Tsinghua University in Shenzhen GRIIEIE A 2 55br 55
S50 in the PRC in December 2002. Ms. DENG obtained her intermediate
accounting professional qualifications of the People’s Republic of China (FFEE A
RHEMBED RS HERMEREE) in May 2002. Ms. DENG was appointed
as an executive director of the Company on 15 May 2014.

Mr. HUANG Hao Yuan, aged 27, is an Executive Director of the Company and
is responsible for business branding and investment property management
of the Company. Mr. HUANG joined Shenzhen LVGEM Entity Management
Group Co., Ltd. (RYITESEEELEBAMRAR]) in 2014, and served as
the deputy general manager of the Investment and Development Centre and
was responsible for formulating its strategic development and investment plans,
as well as responsible for project execution and the evaluation of potential
projects. From August 2016 to February 2017, Mr. HUANG served as a senior
investment manager of BEEEEEBR QA (Boshuang Assets Management
Co., Ltd.*) and was responsible for project development and evaluation and
monitoring of investments. Mr. HUANG possesses 3 years’ working experience
in the real estate industry in China. Mr. HUANG was appointed as an executive
director of the Company on 21 February 2017. Mr. HUANG is the son of Mr.
WONG Hong King, the controlling shareholder of the Company and the younger
brother of Ms. HUANG Jingshu, an executive director and chairman of the
Company.

Non-Executive Director

Ms. LI Lihong, aged 45, is a Non-Executive Director of the Company. Ms. LI
has over 22 years of experience in the banking and financial industry. She is
currently the chief risk officer of the Real Estate Finance Division of Ping An
Bank Co., Ltd. (F&RITRNDBRAE]) (a company listed on the Shenzhen
Stock Exchange with stock code of 000001) and is responsible for the risk
management of the real estate finance department. From March 2015 to
November 2016, Ms. Li served as the general manager of Ping An Caizhi
Investment Management Company (FFZ B E518EEEHRAA]). She joined
the Guangzhou branch of Ping An Bank Co., Ltd. ((FZIR1TAVDBRRE A )
in January 2009 and held various management positions until March 2015,
the last position she held in such branch was the investment officer. From
July 2003 to January 2009, Ms. Li also served as the branch general manager
of the Corporate Finance Department and general manager assistant of the
Risk Management Department in the Guangzhou branch of China Minsheng
Banking Corp., Ltd. (FBIRARITARSBRAF]) (@ company listed on the
Shanghai Stock Exchange and the Hong Kong Stock Exchange with stock
codes of 600016 and 01988 respectively). In addition, Ms. Li also served as
the deputy director of the Guangzhou Tianhe branch of the Industrial and
Commercial Bank of China Limited (FFBI TRR{TARDARAF]) (a company
listed on the Shanghai Stock Exchange and the Hong Kong Stock Exchange
with stock codes of 601398 and 1398 respectively) from July 1995 to June
2013. Ms. Li graduated from Nankai University and obtained her master’s
degree in business administration in senior management. Ms. LI was appointed
as a non-executive director of the Company on 29 March 2018.

*

For identification purposes only {£{#: 5
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Biographical Details of Directors and Senior Management

Independent Non-Executive Directors

Mr. ZHU Jiusheng, aged 49, is an Independent Non-Executive Director of
the Company and is responsible for providing independent judgement and
scrutinising the performance of the Company. Before joining the Company,
from July 1993 to May 2012, Mr. ZHU held various positions in the Shenzhen
branch of China Construction Bank Corporation (FREd#:&R1TAX (D BIRA A
YT 577), the shares of which are listed on the Hong Kong Stock Exchange
and Shanghai Stock Exchange with stock code of 939 and 601939 respectively,
and the last position he held was vice president of the Shenzhen branch. Mr.
ZHU currently serves as a director of Shenzhen Kondarl (Group) Co., Ltd. (&
YT FEER (BN BER AR (a company listed on the Shenzhen Stock
Exchange with stock code of 000048) and as a non-executive director of
Huishang Bank Corporation Limited (& #R7A% 15 B FR A 7)) (a company listed
on the Hong Kong Stock Exchange with stock code of 3698), respectively. Mr.
ZHU was appointed as the president and chief executive officer of BRHP 2%
A 7BBRA 7] (China Vanke Co, Ltd.*) on 31 January 2018. Mr. ZHU obtained
his master’'s degree in economics from Zhongnan University of Economics
(FFEIBAAERE2), now known as Zhongnan University of Economics and Law
(MBS BUEAE)) in the PRC in June 1993, and his doctorate degree in
economics from Zhongnan University of Economics and Law (FF & BA & BUA R
E) in the PRC in December 2003. Mr. ZHU was appointed as an independent
non-executive director of the Company on 15 May 2014.

Mr. WANG Jing, aged 50, is an Independent Non-Executive Director of the
Company and is responsible for providing independent judgement and
scrutinising the performance of the Company. Mr. WANG currently serves as
an independent director of Dark Horse Venture (Beijing) Technology Co. Ltd
(RIEZ2HUL R BHER D ERAR]) (a company listed on the Shenzhen Stock
Exchange with stock code of 300688), the chairman of the board of directors
(chained supermarket of retail industry) of Beijing Ueater Technology Co. Ltd
(b REEERAR A F]) and the chairman of the board of directors of Land
Vision (Shanghai) Investment Management Co., Ltd. (JUMiE S ( H5)1E &2
HBRAR]), a professional service provider in commercial property industry, and
is responsible for its overall management. Mr. WANG served as an independent
director of Better-Life Commercial Chain Share Co., Ltd. ($# = ra 2 &N
HBRAR]) (a company listed on the Shenzhen Stock Exchange with stock code
of 002251) from May 2014 to May 2017. Mr. WANG obtained his Bachelor of
Engineering Degree from Heilongjiang Business School (28I Z6t) in the
PRC in July 1990, and his master's degree in business administration from
University of International Business and Economics (£19MEEE 5K E2) in the
PRC in July 1997. Mr. WANG was appointed as an independent non-executive
director of the Company on 15 May 2014.

* For identification purposes only 1£ 5
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Biographical Details of Directors and Senior Management

EEREREBAEBZEE

Ms. HU Gin Ing, aged 59, is an Independent Non-Executive Director of the Company
and is responsible for providing independent judgement and scrutinising the
performance of the Company. Ms. HU has over 23 years of experience in accounting
and finance. Ms. HU was appointed as the chairman of the board of directors
of Benepet Co., Ltd. (zmEEEERMDARR AT in July 2017. Before joining the
Company, from August 2013 to October 2014, Ms. HU served as a non-executive
director of SMI Culture & Travel Group Holdings Limited (235324 iz s E12Eh%
AIRAT]) (formerly known as SMI Culture Group Holdings Limited (231t
BIERR AR /A R]), a company listed on the Hong Kong Stock Exchange with stock
code of 2366). From May 2014 to June 2016, Ms. HU has served as the global chief
finance officer of Acer Incorporated (ZERXNHRAF]), a company listed on the
Taiwan Stock Exchange with stock code of 2353. She serves as an independent non-
executive director of Carnival Group International Holdings Limited (32 £F2E BIfR 4%
A BRAT]), Enterprise Development Holdings Limited ((®EIZIAR A7) and
Superactive Group Company Limited (Jei#{>%%EEBRR A R]) (formerly known as
United Pacific Industries Limited (Bt A TR /A 7)), all of which are companies
listed on the Hong Kong Stock Exchange with stock code of 996, 1808, and 176
respectively. Ms. HU also served as an independent director of Arich Enterprise Co.
Lid. (ARDZERHDERAF]) (@ company listed on the GreTai Securities Market
in Taiwan with stock code of 4173) from December 2012 to June 2015. Ms. HU
obtained her Bachelor of Arts degree from National Taiwan University in June 1981,
her Master of Science degree of science from Barry University in the United States of
America in May 1988 and her Master of Business Administration degree from Florida
International University in the United States of America in August 1990. Ms. HU was
appointed as an independent non-executive director of the Company on 15 May
2014.

Senior Management

Ms. HU Yong, aged 55, is the vice president of the Group and is responsible for its
financing. Prior to joining the Group in January 2005, from July 2003 to December
2004, Ms. HU served as the assistant to general manager in China Jiantou
Commerce & Trading Co., Ltd. (FRLEEHBRAF]) and was responsible for
finance duties. From January 1987 to January 2001, she served in various positions
in Shenzhen Petrochemical Chemical Co., Ltd. GZ&YII{b{L TER AR, including
general manager from July 1996 to January 2001. She was responsible for financial
and accounting matters. Ms. HU obtained her associate degree in accounting
from Shenzhen University GRIIIAER) in July 1989, and studied strategic financing
management courses in the Research Institute of Tsinghua University in Shenzhen
OFIBZEREHFFERT) in the PRC in April 2008.

Mr. REN Honghing, aged 50, is the vice president of the Group and is responsible
for the project construction and development. Mr. REN joined the Group in March
2001. He had served various positions including the vice general manager and
general manager of Zhuhai LVGEM Real Estate Development Co., Ltd. GR/B4k ==
HERIEE AR /A R]) and was responsible for project development. Prior to joining
the Group, Mr. REN served as various positions in Shenzhen Huatai Enterprises
Company (FYIIZEZR{b %2 7)) and was responsible for technology and engineering
matters. Mr. REN obtained his bachelor's degree in industrial and civil buildings (I
R ML) from Yangzhou Construction Engineering Institute (35/MiEEE T2
E17) in the PRC in July 1988, and his Master of Business Administration degree
from University of Wales in January 2012.
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The directors of the Company (the “Directors”) have pleasure in presenting
their report together with the audited consolidated financial statements for the
year ended 31 December 2017.

A review of the business of the Group during the year under review and a
discussion on the Group'’s future business development, possible risks and
uncertainties that the Group may be facing and important events affecting the
Company occurred during the year ended 31 December 2017 are provided in
the section headed “Chairman’s Statement” on pages 4 to 5 and the section
headed “Management Discussion and Analysis” on pages 6 to 18 of this annual
report.

An analysis of the Group’s performance during the year ended 31 December
2017 using financial performance indicators is provided in the section headed
“Management Discussion and Analysis” on pages 6 to 18 of this annual report.

Principal Activities

The Group is principally engaged in property development and property
investment businesses in the PRC.

Results and Dividend

The results of the Group for the year ended 31 December 2017 and the state
of affairs of the Group at that date are set out in the consolidated financial
statements on pages 52 to 160.

The Board recommended the payment of a final dividend of HK5 cents
(equivalent to approximately RMB4.15 cents) per ordinary share for the year
ended 31 December 2017.

Convertible Bonds and Share Capital

There were no changes in the number of the convertible bonds and issued
shares during the year ended 31 December 2017. Details of the Company’s
convertible bonds and share capital are set out in notes 31 and 33 to the
consolidated financial statements.

Reserves

Details of the movements in the reserves of the Group during the year are set
out in the consolidated statement of changes in equity.

Distributable Reserves

Pursuant to the applicable statutory provisions of the Cayman Islands, the
Company’s reserves available for distribution as at 31 December 2017,
amounted to approximately RMB206.0 million (2016: RMB231.0 million), of
which approximately RMB195.0 million has been proposed as final dividend for
the year.
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Property, Plant and Equipment

Details of the movements in the property, plant and equipment of the Group are
set out in note 14 to the consolidated financial statements.

Principal Properties

Details of the principal properties for investment purposes and properties under
development for sale are set out on pages 162 to 168.

Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company’s articles of
association or the laws of Cayman Islands, which would oblige the Company to
offer new shares on a pro-rata basis to existing shareholders.

Tax Relief

The Company is not aware of any relief from taxation available to shareholders
by reason of their holding of the Company’s shares.

Financial Summary

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on page 161.

Purchase, Sale or Redemption of the Company’s Listed
Securities

On 15 August 2017, Gemstones International Limited, a wholly-owned
subsidiary of the Company, issued the Senior Notes. Gemstones International
Limited issued the additional Senior Notes in October 2017. The Senior Notes
are listed on the Singapore Stock Exchange.

The Company has not redeemed any of its listed securities during the year.
Save as disclosed and the issue of 600,000 shares by the Company pursuant
to the exercise of share options during the year, neither the Company nor any
of its subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities during the year.
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Directors

The directors of the Company during the year were as follows:

Executive Directors

Ms. HUANG Jingshu (Chairman)

Mr. TANG Shouchun (Chief Executive Officer)
Mr. YE Xingan

Ms. DENG Chengying

Mr. HUANG Hao Yuan

Independent Non-Executive Directors

Mr. ZHU Jiusheng
Mr. WANG Jing
Ms. HU Gin Ing

Subsequent to the year end, Ms. LI Lihong was appointed as a Non-Executive
Director on 29 March 2018.

In accordance with the Company’s articles of association, Ms. LI Lihong will
retire at the first general meeting of the Company after her appointment. In
addition, Ms. HUANG Jingshu, Mr. YE Xingan and Ms. HU Gin Ing will retire
by rotation. All the above Directors being eligible for re-election, will offer
themselves for re-election at the forthcoming annual general meeting.

The Company has received from each independent non-executive director an
annual confirmation of his/her independence pursuant to the Rules Governing
the Listing of Securities on the Stock Exchange and the Company considers
such Directors were independent.

Biographical Details of Directors and Senior Management

Biographical details of the Directors and senior management are set out on
pages 19 to 22.

Directors’ Service Agreements

Each of the executive Directors has entered into a service agreement with the
Company for a term of two years; and is subject to termination by either party in
the manner as set out in the service agreement.

Each of the independent non-executive Directors has entered into a letter
of appointment with the Company for a term of two years; and is subject to
termination by either party in the manner as set out in the letter of appointment.

None of the Directors who are proposed for re-election at the forthcoming
annual general meeting have a service agreement with the Company or any of
its subsidiaries not determinable by the employing company within one year
without payment of compensation (other than statutory compensation).

Directors’ Interests in Contracts

Save as disclosed in the section headed “Continuing Connected Transaction”
in this report and in note 45 to the consolidated financial statements, none
of the Directors and controlling shareholders of the Company had a material
beneficial interest, either direct or indirect, in any contract of significance to the
business of the Group to which the Company or any of its subsidiaries was a
party during the year.
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Remuneration of the Directors and the Five Highest Paid
Individuals

Details of the remuneration of the Directors and the five highest paid individuals
are set out in note 10 to the consolidated financial statements.

The remuneration of the Directors and senior management is determined
with reference to their duties, responsibilities and performance and the
Group’s results.

Directors’ and Chief Executives’ Interests in the Shares,
Underlying Shares and Debentures of the Company

As at 31 December 2017, the Directors and the chief executives of the
Company had the following interests in the shares, underlying shares and
debentures of the Company which were recorded in the register required to be
kept by the Company pursuant to section 352 of the Securities and Futures
Ordinance (the “SFQ"), or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers of the Rules Governing the Listing of Securities on the Stock
Exchange (“Listing Rules”).

(A) Interest in shares and underlying shares of the Company

EEFMEREEBRSFMAL
EEHHRALRBHMALOFHAERNGA HHR
KIEEL0 -

EERERERABHHIESEHLRY
ARAREEREEE -

CEERKRH

EERFETHRAEREQXFNKRE - 1
BROREZPHERNER

RZZ—tF+-A=+—0  BRAQRAREESFLPE
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Number of underlying
shares (under equity

Approximate
percentage of the

Long position/ Number of derivatives of the Aggregate issued share capital
Name of Director Short position Capacity shares held Company) interests of the Company
HERDEE
(RAEATRA ERDRE BT
ERpE ¥R/ KR 227 FsROA8E FTHEIAT) BEEE BREAZBOEIHL
Ms. HUANG Jingshu Long Position Personal interest - 4,500,000 (Note 2) 4,500,000 0.10%
EMET T HE EARER (M5t2)
Mr. TANG Shouchun Long Position Personal interest - 10,000,000 (Note 2) 10,000,000 0.21%
BEELE HE (EPNG £ (Hiit2)
Mr. YE Xingan Long Position Personal interest - 10,000,000 (Note 2) 10,000,000 0.21%
EEREE HE EARER (Hi722)
Mr. CHEN Tieshen (Note 1)  Long Position Personal interest - 3,000,000 (Note 2) 3,000,000 0.06%
RIS B A (T T) A (BN £ (Hizt2)
Ms. DENG Chengying Long Position Personal interest - 8,500,000 (Note 2) 8,500,000 0.18%
BER LT HE EARER (Mat2)
Mr. HUANG Hao Yuan Long Position Personal interest - 4,500,000 (Note 2) 4,500,000 0.10%
BEREE A (EPNG £ (Hizz2)
Mr. ZHU Jiusheng Long Position Personal interest - 3,000,000 (Note 2) 3,000,000 0.06%
RABEE HE EARER (H722)
Mr. WANG Jing Long Position Personal interest - 3,000,000 (Note 2) 3,000,000 0.06%
TG E A (BN £ (Hizz2)
Ms. HU Gin Ing Long Position Personal interest - 3,000,000 (Note 2) 3,000,000 0.06%
[ . HE EARER (M5t2)
Notes: Htet -
1. Mr. CHEN Tieshen resigned as executive director on 21 February 2017 and 1. BREFFEER T —EF A+ —HBENTE
7,000,000 share options have lapsed accordingly. = - f17,000,0008% i A% 42 AEE 3L -
2. Share options were granted on 28 June 2016. Details of share options 2. BREDR-_ZE-—XR"ENAZFTNBERL - BFAE
granted to the Directors of the Company are set out in part (B) of this NEEZZBREFBHEHNELHB)IET -

section.
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Directors’ and Chief Executives’ Interests in the Shares,
Underlying Shares and Debentures of the Company (Cont'd)

(A)

(B)

Interest in shares and underlying shares of the Company (Cont'd)

Save as disclosed above, as at 31 December 2017, none of the
Company’s Directors, chief executives of the Company and their
associates, had any interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated
corporations that was required to be recorded pursuant to section 352 of
the SFO.

Long position in underlying shares — share options

Under the share option scheme of the Company, share option may be
granted to certain participants including the Directors and employees
of the Company and its subsidiaries to subscribe for the shares of the
Company. Details of share options granted to the Directors are as follows:

Directors’ Report

EEEHE

EERFETBRAEBREAQFNRSG - 48
BROREFPERNERSE)

(R) RAEDFARDOERREBERD ZERE)

B EXHEEN  RZF—tF+-A=+—RH
ARABZEE  ARFTBTBRAERMEZHE
ABHER AR B3k E AR A AAROE R Z By - BRI
S ERERTMERIAR  MEREFLAE
GRDIF 35215 T AL

(B) MEREARNDZHRE-BRE
REARBZERENS  BRETRTET2H

ANBREERARAREWNBARZEE)ARE
RRBZEA - BRTIERZBREFEBENT

Number of share options
BREHA
Balance at Granted Exercised Lapsed Balance at Exercise
1 January during during during 31 December price per
Name of Director Date of grant Exercisable period 2017 the year the year the year 2017 share
dd/mmiyyyy dd/mmiyyyy HK$
RZB-t# RZE-t%
-R-A +-B=1+-H
ES4R Rt A xid 2B RERRE RERTE  REREX &% BROEE
B/R/% B/R/% B
Ms. HUANG Jingshu 28/06/2016 28106/2016 - 27/06/2026 4,500,000 - - - 4,500,000 1.846
BT L (Note 3) (Note 4)
(Hit3) (Hizt4)
Mr. TANG Shouchun 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - - 10,000,000 1.846
ESERE (Note 3) (Note 4)
(Hi#3) (Hit4)
Mr. YE Xingan 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - - 10,000,000 1.846
E@RRE (Note 3) (Note 4)
(Hi#3) (Hit4)
Mr. CHEN Tieshen 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - 7,000,000 3,000,000 1.846
(Note 1) (Note 3) (Note 4)
RS A7) (H#3) (Hit4)
Ms. DENG Chengying 28/06/2016 28/06/2016 - 27/06/2026 8,500,000 - - - 8,500,000 1.846
HEE T (Note 3) (Note 4)
(H3) (Hii4)
Mr. HUANG Hao Yuan 28/06/2016 28/06/2016 - 27/06/2026 4,500,000 - - - 4,500,000 1.846
(Note 2) (Note 3) (Note 4)
EERAEMF) (H:23) (Hz#4)

#2(PEWEREERAR
R FFR



Directors’ Report

EEEHE

Directors’ and Chief Executives’ Interests in the Shares,
Underlying Shares and Debentures of the Company (Cont'd)

(B)  Long position in underlying shares — share options (Cont'd)

ESERFETBRAEBREAQFANRED - A
RO RESDERNVER @)

(B) #MHEEARDZHRE-BREGE)

Number of share options
BREHR
Balance at Granted Exercised Lapsed Balance at Exercise
1 January during during during 31 December price per
Name of Director Date of grant Exercisable period 2017 the year the year the year 2017 share
dd/mm/yyyy dd/mmiyyyy HK$
R=B-t% R=ZB-tf
-A-H TZA=t-H

BEx4R RitiBH TRHE B8 RERRH RERTE  RERXH &% BROREE
B/R/% B/R/% BT
Mr. ZHU Jiusheng 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846
whsks (Note 3) (Note 4)
(H#3) (r:t4)
Mr. WANG Jing 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846
THkE (Note 3) (Note 4)
(Hit3) (Rrit4)
Ms. HU Gin Ing 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846
e (Note 3) (Note 4)
(H7i3) (Arit4)

Notes: Hrat -
1. Mr. CHEN Tieshen resigned as executive director on 21 February 2017 and 1. REHEER Tt F_A-+—BHEWNTE

7,000,000 share options have lapsed accordingly.

2. Mr. HUANG Hao Yuan, an associate of the substantial shareholder of the
Company, was appointed as executive director on 21 February 2017.

3. The share options are exercisable in the following manner for a period of 10

years from the date of grant:

(i 30% of the share options shall exercise on the date of the grant and

up to 27 June 2026;

(ii) 30% of the share options shall exercise upon the expiry of one year
from 28 June 2016 and up to 27 June 2026; and

(iii) 40% of the share options shall exercise upon the expiry of two years
from 28 June 2016 and up to 27 June 2026.

4. Details of the fair value of the options granted in 2016 are set out in note 37
to the consolidated financial statements.
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Substantial Shareholders’ Interests in Shares and
Underlying Shares of the Company

So far as known to the Company, as at 31 December 2017, shareholders (other
than Directors or chief executives of the Company) who had interests or short
positions in the shares or underlying shares of the Company which would fall to
be disclosed to the Company under the provisions of Divisions 2 and 3 of Part

Directors’ Report

EEEHE

FERRRAQANRG RAEBER G %

BHER

RZZ—tF+-A=+—8  BRARFERAM  BRR(E
ERARAEZITHRAERINRAR B RABRERD
THRAAREE S LG EPIEXVEE2R3D G AR
AZBEIAR - IIRBEF LB RIIEIB6HATFE

XV of the SFO, or which were recorded in the register required to be kept by the KERMATR - SR ¢
Company under Section 336 of the SFO were as follows:
Long position in ordinary shares ZERROZHR
Approximate
Number percentage of
of Shares/ the issued
Long position/ underlying Aggregate share capital
Name of Shareholder Short position Capacity Shares held Interests of the Company Notes
RN
Frisie, BRITREZ
BREREE R/ KA L) HEROHEE R BREsH i
China LVGEM Property Holdings Long Position Beneficial owner 1,010,844,583  1,010,844,583 21.53% 1
Limited (“China LVGEM”) e EnBEEA
Bl S EEAR A IR A ([ P EIAZ
=1
Go Great International Limited Long Position Interests of controlled corporation ~ 1,120,187,094  1,120,187,094 23.87% 1
(“Go Great") 59} ZrE kR
=RERERAR(EE])
Mr. WONG Hong King Long Position Interests of controlled corporation ~ 3,520,187,094  3,520,187,094 74.99% 1
(“Mr. WONG") 58 FEEIES
BRREE(TERED
Kinson Group Limited Long Position Beneficial owner 2,400,000,000  2,400,000,000 51.13% 2
e EnmAA
Evergreen Holdings Limited Long Position Interests of controlled corporation ~ 2,400,000,000  2,400,000,000 51.13% 2
3y) XA E R
UBS Trustees (BVI) Limited Long Position Interests of controlled corporation ~ 2,400,000,000  2,400,000,000 51.13% 2
R ZrE kR
Toplist Investments Limited Long Position Beneficial owner 300,000,000 300,000,000 6.39% N/A
5] EafAA T
Wkland Investments V Limited Long Position Beneficial owner 300,000,000 300,000,000 6.39% 3
e EnEAA
China Vanke Co., Ltd.* Long Position Interests of controlled corporation 300,000,000 300,000,000 6.39% 3
EREERNBERAR] 39} R EE R
Chance Talent Management Limited ~ Long Position Beneficial owner 287,940,630 287,940,630 6.13% 4
e EafiAA
China Construction Bank Long Position Interests of controlled corporation 287,940,630 287,940,630 6.13% 4
Corporation ge R LB
HERFRITRODBRAF
Central Huijin Investment Ltd. Long Position Interests of controlled corporation 287,940,630 287,940,630 6.13% 4

PRESKREFREELNA

A

* For identification purpose only (£ 45!
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Substantial Shareholders’ Interests in Shares and
Underlying Shares of the Company (Contd)

Long position in ordinary shares (Cont'd)

Notes:

Long p

China LVGEM is owned as to 100% by Go Great, which is in turn owned as to
100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be
interested in the 1,010,844,583 Shares held by China LVGEM.

Kinson Group Limited is owned as to 100% by Evergreen Holdings Limited,
and Evergreen Holdings Limited is owned as to 100% by UBS Trustees (BVI)
Limited, acting as the trustee for the family trust of Mr. WONG.

Wkland Investments V Limited is owned as to 100% by BRIMZERMN AR A A
(China Vanke Co., Ltd."). Accordingly, BEHE2AHERAF] (China Vanke Co.,
Ltd.") is deemed to be interested in the 300,000,000 Shares held by Wkland
Investments V Limited.

The underlying shares represented the ordinary shares to be issued upon
full conversion of US$100,000,000 convertible bonds held by Chance Talent
Management Limited, at the conversion price of HK$2.695 (as adjusted) per
conversion share. On 18 January 2018, the Company has allotted and issued
28,794,063 conversion shares to Chance Talent Management Limited at the
conversion price of HK$2.695 per conversion share. Chance Talent Management
Limited is owned as to 100% by China Construction Bank Corporation, and
China Construction Bank Corporation is owned as to 57.31% by Central Huijin
Investment Ltd.. Accordingly, Central Huijin Investment Ltd. is deemed to be
interested in the 287,940,630 Shares held by Chance Talent Management
Limited.

osition in convertible preference shares

FERRRAQANRG RAEBERS - %
BSR4

EBRRRDZHER(E)
1 EREATESR100% 2 HRORE £ AT EGR

100% 2 #%5) At » =8 MELEWE AR B S ATF
B2 551,010,844, 583 AR (D EA R o

Evergreen Holdings Limited #E & Kinson Group Limited
100% 2 ### + MUBS Trustees (BVI) LimitedfF A& L2
RIS ABE A Evergreen Holdings Limited 100% 2
o

BRZR{KDARAFEEAWKIand Investments V Limited 2
100% e © FEt - BROERMDBR AR AR Wkland
Investments V Limited FT#§7 2 7% %300,000,0008% &5 #E &
R o

1HRAR% {5 48 A Chance Talent Management Limited 7 &9
100,000,000 7t A 4 f% &5 % 76 2N 85 214 15 LA AR 54 H2 i 15
2695 T(EFHE )M ZREBEITHLBRBRD - R=F
—N\EFE—A+N\H  ARABDESREIRRH2.695% T
Z W8 - [AChance Talent Management Limitedfit 3 &
F#1728,794,0630% H IR 1 o RBIERIRITRND AR QA
# B Chance Talent Management Limited 100% 2 f£25 -
MARESREARETARELSPEEZRITRND AR
NAS731% 2w - At - PRESKREBRTTARA
iR AK Chance Talent Management Limited B 2 %%
287,940,630M Bk (A B 1w ©

TRRELRRG ZFE

Approximate
percentage of the

Number of issued convertible
convertible preference
Long position/ preference share capital
Name of Shareholder Short position Capacity shares of the Company Note
EERAT
EIE:Y ERITREZ
RRZA BE/KE 51 BEERBEE BABESL o
China LVGEM Long Position Beneficial owner 3,265,646,936 95.67% 1
e HE EnAA
Go Great Long Position Interests of controlled corporation  3,265,646,936 95.67% 1
=5 HE SiEEE R
Mr. WONG Long Position Interests of controlled corporation  3,265,646,936 95.67% 1
BRAE e SiEEE R
Note: et -
1. China LVGEM is owned as to 100% by Go Great, which is in turn owned as to 1. SREAETEAZS100% 2 EF(NMEELEHETREES

*

For

LvG

100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be
interested in the 3,265,646,936 convertible preference shares held by China
LVGEM.

identification purpose only (E{#z 5
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Employee and Remuneration Policies

The Group remunerates and provides benefits for its employees based on
current industry practice. Discretionary bonuses are awarded to staff based on
the financial performance of the Group and performance of individual staff.

In addition, share options may be granted to eligible employees in accordance
with the terms of the Company’s share option scheme.

Retirement Schemes

The Group participates in several defined contribution retirement plans which
cover the Group’s eligible employees in China, and a mandatory provident fund
scheme for the employees in Hong Kong. Particulars of these retirement plans
are set out in note 38 to the consolidated financial statements.

Share Options

Details of the Company’s share option scheme and the movements in the share
options are set out in note 37 to the consolidated financial statements.

Management Contracts

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the year.

Directors’ Rights to Acquire Shares or Debentures

Save as otherwise disclosed in this report, no rights to acquire benefits by
means of the acquisition of Shares in or debentures of the Company were
granted to any Director or their respective spouse or children under 18 years of
age, or were any such rights exercised by them; or was the Company and any
of its subsidiaries a party to any arrangement to enable the Directors, or their
respective spouse or children under 18 years of age, to acquire such rights in
any other body corporate for the year ended 31 December 2017.

Major Suppliers and Customers

The percentages of purchases and sales for the year attributable to the Group’s
major suppliers and customers are as follows:

Purchases

— the largest supplier 36%
— five largest suppliers combined 69%
Sales

— the largest customer 0.4%
— five largest customers combined 2.2%

None of the Directors or any of their associates or any shareholders (which,
to the best knowledge of the Directors, own more than 5% of the Company’s
issued share capital) had any beneficial interest in the Group’s five largest
suppliers and its five largest customers.
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Continuing Connected Transaction

The Company has entered into the following continuing connected transaction
during the year ended 31 December 2017. Details of the transaction are set out
below:

Security Services Agreement

On 26 October 2015, the Company and Shenzhen Forsafe System Technology
Co., Ltd. (“Forsafe”) entered into a security services agreement pursuant to
which Forsafe provides security products, intelligent security system design,
engineering and installation services, including fire security system and low
current intelligent system to the Group (the “Services”), for a term commencing
from the date of agreement and ending on 31 December 2017. Forsafe is a
wholly owned subsidiary of FEIITEL=IZEGR AR (Shenzhen Hongjing
Investment Co., Ltd*) (“Shenzhen Hongjing”), the shareholding interest of
which has been transferred from Mr. Wong to his spouse, Ms. He Yaxing
and certain associates on 28 September 2015, Ms. He Yaxing becomes the
controlling shareholder of Shenzhen Hongjing. Therefore, the security services
agreement constitutes continuing connected transaction of the Company under
the Listing Rules.

For the year ended 31 December 2017, the fees charged by Forsafe for the
provision of the Services under the security services agreement amounted to
RMB2.05 million, which was within the annual cap of RMB30 million for the
same period.

The aforesaid continuing connected transaction has been reviewed by the
independent non-executive directors of the Company and they confirmed
that the aforesaid transaction was entered into (i) in the ordinary and usual
course of business of the Group, (ii) on normal commercial terms or on terms
no less favourable to the Group than terms available to or from independent
third parties, and (iii) in accordance with the relevant agreement governing the
transactions on terms that are fair and reasonable and in the interests of the
Company and the shareholders as a whole.

Based on the work performed, the auditor of the Company has provided a letter
to the Board, confirming that nothing has come to their attention which causes
them to believe the continuing connected transaction abovementioned:

(i) has not been approved by the Board;

(ii) has not been entered into, in all material respects, in accordance with
the relevant agreements governing the transactions; and

(i)  has exceed the annual caps.

On 24 November 2017, the Security Services Agreement was renewed for a
term of 3 years continuing on 1 January 2018.

Related Party Transactions

Details of the related party transactions undertaken by the Group in the
normal course of business are set out in note 45 to the consolidated financial
statements. Those related party transactions, which constituted continuing
connected transactions not being exempt from annual reporting requirement
under the Listing Rules, are set out in the section headed “Continuing
Connected Transaction” above, and the Company has complied with the
relevant disclosure requirements in accordance with Chapter 14A of the Listing
Rules.

For identification purposes only {4545
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Directors’ Interest in Competing Business

None of the Directors had any interest in the businesses which compete or are
likely to compete, either directly or indirectly, with the businesses of the Group
that were required to be disclosed pursuant to Rule 8.10(2) of the Listing Rules.

Environmental, Social and Governance Report

A separate Environmental, Social and Governance Report will be published in
compliance with the Environmental, Social and Governance Reporting Guide
as set out in Appendix 27 of the Listing Rules within three months after the
publication of this annual report.

Corporate Governance

A report on the principal corporate governance practices adopted by the
Company is set out on pages 34 to 44 of this report.

Sufficiency of Public Float

Based on information that is publicly available to the Company and within the
knowledge of the Directors, at least 25% of the Company’s total issued share
capital was held by the public during the year ended 31 December 2017 and
up to the date of this report.

Events After the Reporting Period

Details of significant events occurring after the reporting period are set out in
note 48 to the consolidated financial statements.

Auditor

The consolidated financial statements of the Group for the year ended 31
December 2017 have been audited by Messrs. Deloitte Touche Tohmatsu
(“Deloitte”) who will retire and, being eligible, offer themselves for re-
appointment. Save as aforesaid, there was no change in auditor of the Company
in any of the preceding three years.

A resolution for the re-appointment of Deloitte as the auditor of the Company

will be proposed at the forthcoming annual general meeting.

On behalf of the Board

HUANG Jingshu
Chairman

Hong Kong, 23 March 2018
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Corporate Governance Report
CEERRE

The Company is committed to the establishment of good corporate practices
and procedures. The corporate governance principles of the Company
emphasise a quality board, transparency and accountability to all shareholders
of the Company.

Corporate Governance Practices

Throughout the year ended 31 December 2017, the Group complied with all
the code provisions of Corporate Governance Code (the “Code”) as set out
in Appendix 14 to the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Board will continue to monitor and review the Group’s corporate
governance practices to ensure compliance with the Code.

Board of Directors
Board Composition

The Board comprises five executive directors, one non-executive director and
three independent non-executive directors. All five executive directors are
members of the executive committee of the Company responsible for dealing
with the business of the Company in accordance with all applicable rules and
regulations, including but not limited to, the Listing Rules. All Directors (including
independent non-executive directors) have been consulted on all major and
material matters of the Company.

The Board members for the year ended 31 December 2017 were:
Executive Directors

Ms. HUANG Jingshu (Chairman)

Mr. TANG Shouchun (Chief Executive Officer)
Mr. YE Xingan

Ms. DENG Chengying

Mr. HUANG Hao Yuan

Independent Non-Executive Directors

Mr. ZHU Jiusheng
Mr. WANG Jing
Ms. HU Gin Ing

Subsequent to the year end, Ms. LI Lihong was appointed as a Non-Executive
Director on 29 March 2018.

Further details of the current Directors are set out on pages 19 to 22 under the
section headed “Biographical Details of Directors and Senior Management” of
this report.

The number of independent non-executive directors meets the requirements

under the Listing Rules and Mr. ZHU Jiusheng has the appropriate accounting
professional qualification.
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Board of Directors (Cont'd)
Board Composition (Cont'd)

The positions of the Chairman and the Chief Executive Officer are held
separately by two executive directors to ensure their respective independence,
accountability and responsibility. The Chairman is responsible for determining
overall business strategies of the Group. The duty of the Chairman is to work
closely with audit, nomination and remuneration committee of the Company
and to ensure that all key and appropriate issues are discussed by the Board
in a timely and constructive manner. The Chief Executive Officer is responsible
to work closely with the executive committee of the Company to ensure
management strategies, plans and performance of the Group are appropriately
carried out in accordance with to the Board’s decision and to provide guidance
to the Board on major issues.

The Board is responsible for corporate strategy, annual and interim results,
succession planning, risk management, major acquisitions, disposals and
capital transactions, and other significant operational and financial matters.
Major corporate matters that are specially delegated by the Board to the
management include the preparation of annual and interim accounts for Board
approval before public reporting, execution of business strategies and initiatives
adopted by the Board, implementation of adequate systems of internal controls
and risk management procedures, and compliance with relevant statutory
requirements and rules and regulations.

Each of the independent non-executive directors has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing Rules. The
Company is of the view that all independent non-executive directors meet the
independence guidelines set out in Rule 3.13 of the Listing Rules and are
independent in accordance with the terms of the guidelines. The Company had
made letters of appointment with all the independent non-executive directors
for a period of two years which may be terminated by either party by giving one
month’s written notice; and subject to retirement by rotation at least once every
three years in accordance with the articles of association of the Company.

Attendance Record at Board Meetings

For the year ended 31 December 2017, four full Board meetings were held, two
of which were the regular ones held at approximately semi-annually intervals, to
review the business of the Group and approve the financial results of the Group.

The attendance of individual members at the meetings of the Board are set out
as follows:
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Meetings attended/Number of Meeting held
HESERE BTEERE

Executive Director HITEE

Ms. HUANG Jingshu (Chairman) AT L (EE)
Mr. TANG Shouchun (Chief Executive Officer) EEAERE(TTHES)
Mr. YE Xingan HERLhAE

Mr. CHEN Tieshen (Note 1) BREH & S A (A7aF1)
Ms. DENG Chengying BEE A

Mr. HUANG Hao Yuan (Note 2) BEERELE(M7F2)
Independent Non-Executive Director BYUIBITEE
Mr. ZHU Jiusheng MABEE

Mr. WANG Jing FEUEE

Ms. HU Gin Ing AR 2+

Note:

1. Was resigned as Executive Director on 21 February 2017.

2. Was appointed as Executive Director on 21 February 2017.

Apart from the said meetings, matters requiring Board approval were arranged by
means of circulation of written resolutions of all Board members.
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Board of Directors (Cont'd)
Attendance Record at Board Meetings (Cont'd)

Directors have access to relevant and timely information, and they can ask for
further information or retain independent professional advisors if necessary.
They also have access to the advice and services of the company secretary,
who is responsible for providing Directors with Board papers and related
materials and ensuring that Board procedures are followed. Directors are given
sufficient time for discussion at the Board meetings. Where queries are raised
by Directors, prompt and full responses will be given if possible.

Directors’ Insurance

The Company has arranged appropriate directors and officers liability insurance
in respect of legal action against Directors.

Directors’ Professional Development

Newly appointed Directors receive comprehensive, formal and tailored
induction on their appointments, so as to ensure that they have appropriate
understanding of the business and operations of the Group and that they are
fully aware of their responsibilities and obligations under the Listing Rules and
relevant regulatory requirements. There are also arrangements in place for
providing continuing briefing and professional development to Directors at the
Company’s expenses whenever necessary.

Pursuant to Code A.6.5, Directors should participate in continuous professional
development to develop and refresh their knowledge and skills. This is to ensure
that their contribution to the Board remains informed and relevant. During the
year, all Directors have participated in appropriate continuous professional
development activities by ways of attending trainings, reading materials or
conducting academic research relevant to the Company’s business or to the
Directors’ duties and responsibilities.

Model Code for Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules is set out in the terms
of the service agreements of each executive Director and the letters of
appointment of each independent non-executive Director. Having made specific
enquiry of all the Directors, the Directors confirmed that they have complied
with the required standard as set out in the Model Code for the year ended 31
December 2017.

Board Committees

The Company currently have four committees, namely, the Audit Committee,
Remuneration Committee, Nomination Committee and Executive Committee,
for overseeing particular aspects of the Company’s affairs. Terms of reference
of the Audit Committee, Remuneration Committee and Nomination Committee
are available on the websites of the Company (www.lvgem-china.com) and the
Stock Exchange (www.hkex.com.hk). The Board committees are provided with
sufficient resources to discharge their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate circumstances, at
the Company’s expenses.
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Board Committees (Cont'd)
Audit Committee

The Company established an Audit Committee on 14 November 2005 with
terms of reference in compliance with the Code. The Audit Committee consists
of independent non-executive directors only.

The members of the Audit Committee as at the date of this report are as follows:

Mr. ZHU Jiusheng (Chairman)
Mr. WANG Jing
Ms. HU Gin Ing

Mr. ZHU Jiusheng, who possesses a professional accounting qualification and
relevant accounting experience, is the chairman of the Audit Committee. No
member of the Audit Committee is a member of the former or existing auditor of
the Company.

The primary duties of the Audit Committee are to review and approve the
financial reporting process, risk management and internal control systems of
the Group. During the year, the Audit Committee has reviewed the Group’s
interim results for the six months ended 30 June 2017. The Group’s final
results for the year ended 31 December 2017 have been reviewed by the
members of the Audit Committee before submission to the Board for approval.
The Audit Committee was of the opinion that the preparation of such results
complied with the applicable accounting standards and requirements and that
adequate disclosure has been made. The Audit Committee has also reviewed
the effectiveness of the risk management and internal control systems.

Two meetings of the Audit Committee were held during the year. The
attendance of each member is set out as follows:

Name of member
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Meeting attended/Number of Meeting held
HESERY BTEEAY

REEB

Mr. ZHU Jiusheng WA
Mr. WANG Jing FaEE
Ms. HU Gin Ing i

Nomination Committee

The Company established a Nomination Committee on 14 November 2005
with terms of reference in compliance with the Code. The members of the
Nomination Committee include one executive director and two independent
non-executive directors.
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Board Committees (Cont'd)
Nomination Committee (Cont’d)

The members of the Nomination Committee as at the date of this report are as
follows:

Ms. HUANG Jingshu (Chairman)
Mr. ZHU Jiusheng
Mr. WANG Jing

The primary duty of the Nomination Committee is making recommendations
to the Board on appointment and removal of directors and management of
Board succession. During the year, the Nomination Committee had reviewed
and considered the proposed appointment of Mr. HUANG Hao Yuan as new
executive Director and made related recommendation to the Board for approval.
In reviewing and assessing the Board composition, the Nomination Committee
had considered the various aspects set out in the Board Diversity Policy. It
had also reviewed and assessed the independence of the independent non-
executive Directors.

The Nomination Committee resolved that all the existing directors should be
recommended to be retained by the Company. Further, in accordance with the
Company’s articles of association, Ms. HUANG Jingshu, Mr. YE Yingan and
Ms. HU Gin Ing would retire, and being eligible, would offer themselves for re-
election at the forthcoming annual general meeting of the Company.

The Company has adopted a board diversity policy (the “Diversity Policy”)
in August 2013 in accordance with the requirement under the Code. The
Diversity Policy aims to set out the approach to achieve diversity on the Board
to ensure that the Board has the balance of skills, experience and diversity of
perspectives, including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge and length
of service. In identifying suitable candidates, the Nomination Committee
will consider candidates on merit and against the objective criteria with due
regard for the benefits of diversity on the Board. The Nomination Committee
will monitor the implementation of the Diversity Policy and review the same as
appropriate.

One meeting of the Nomination Committee was held during the year. The
attendance of each member is set out as follows:

Name of member
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Meeting attended/Number of Meeting held
HESERE BTEEAH

REERE

Ms. HUANG Jingshu EWAT LT
Mr. ZHU Jiusheng AN
Mr. WANG Jing FaEAE
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Board Committees (Cont'd)
Remuneration Committee

The Company established a Remuneration Committee on 14 November 2005
with terms of reference in compliance with the Code. The Remuneration
Committee consists of one executive director and two independent non-
executive directors.

The members of the Remuneration Committee as at the date of this report are
as follows:

Ms. HU Gin Ing (Chairman)
Ms. HUANG Jingshu
Mr. ZHU Jiusheng

The primary duties of the Remuneration Committee are to review and determine
the terms of remuneration packages, bonuses and other compensation payable
to Directors and senior management. The Company has adopted the model
of remuneration committee as described in Code Provision B.1.2(c)(i) of the
Code. As such, the responsibility for determining the remuneration packages of
individual executive Directors and senior management of the Group has been
delegated to the Remuneration Committee.

During the year, the Remuneration Committee considered and reviewed the
existing terms of remuneration of all the Directors based on factors including
time commitment and responsibilities of the Directors, employment conditions
elsewhere in the Group and desirability of performance-based remuneration.
The Remuneration Committee considered that the existing terms of
remunerations of the Directors were fair and reasonable.

Details of the remuneration of the senior management by band for the year
ended 31 December 2017 are set out below:

Remuneration band

Corporate Governance Report

CEERRE

EERES®)
FHERE

ARRRN—TZTRFE+ A TEORAKRIHFHEES @ XR
ETAIGITRERE - FNRE SR —RRTEERM
FRENIFWTES -

RAFREAMOFHEZESGRKEWT ¢

R (EE)
EREF L
MABEE

FMEZEESNIERBABRNREEENTEERSRE
B ABOHMENIER - EAREMTRE - AAF2EST
AIZEB.1.2(c) ()BT AN PRt iR s &= 8 2 R -
It FMEREeCREFTEBREAL  BEEAKEER#H
TEELSREBAE ZFHMGFE

RER  FHEZEESBRBEXEEMRAZEHERE - &
B HoAh B A R AR B ERINFH R ERRME
BRBAAAERRFOHMER - FHEBESRREAR
BEENHMETTIRFERE -

BE_Z—tF+-A=+—HLFESREBAENT
g EFHIEEIN AT

Number of individual

HENEE AB
HK$5,000,001 — HK$5,500,000 5,000,001 87L& 2
5,500,000/ 7T

Details of the remuneration of the Directors for the year ended 31 December
2017 are set out in note 10 to the consolidated financial statements.

One meeting of the Remuneration Committee was held during the year. The
attendance of each member is set out as follows:

Name of member
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Executive Committee

The Board has delegated to the Executive Committee the authority of dealing
with the operational matters of the Group, save for those matters which are
reserved for the Board’s decision and approval pursuant to the written terms
of reference, which includes taking in charge of major decision making in
relation to the day-to-day business operations of the Company, administering
the Company’s routine resolutions and dealing with adhoc matters, ensuring
adequate funding and reporting periodically to the Board. The Executive
Committee consists of five executive directors and assumes full accountability
to the Board for all operations of the Group.

To comply with the requirement under the Code in respect of the responsibilities
for performing the corporate governance duties, the Board has delegated its
responsibilities to the Executive Committee to develop, review and monitor
the policies and practices on corporate governance of the Group and make
recommendations to the Board, to review and monitor the Company’s policies
and practices on the legal and regulatory compliance, to review and monitor the
code of conduct and ethical behavior applicable to the Directors and employees
and the training and continuous professional development of Directors and
senior management, and to review the Company’s compliance with the Code
and disclosures in the corporate governance report.

Nineteen meetings of the Executive Committee were held during the year. The
attendance record of each member is set out as follows:

Name of member

EEZEE4H)
HTEER

BREBEEERESEMEERDRE RO EEI - BT
ZEQEEERRTERERMEEAEENSESEE -
BRABEAEARFRBREREENERNRE  EEAR
ANPITRERREESARER  BERERHNESNE
HAEERER - YITREEMARRNTESHEKIL AR
FEBZAEREEBRNEERARE -

REATARNEHETEXEAREZRE EERER
HITZREERERR BRI MERAKELEERZBR
RER  TREEBRINER B REFEAQREET
FREEERETENBRLEER R REREARE
EREEMRTERMERTANEERSREEAEN
BRI EEREER  ARRIN AR BETF AR K&
EREEAREANBRE -

REANREBRBITTNLRATZESSE - BUKEZ
HEBRESIAT

i3

Meeting attended/Number of Meeting held
HESEAE EIERAH

REEHE

Ms. HUANG Jingshu (Chairman) EWEAT LT (EE)
Mr. TANG Shouchun EHELE

Mr. YE Xingan HET A

Mr. CHEN Tieshen (Note 1) R B S (BYaF1)
Ms. DENG Chengying Iy

Mr. HUANG Hao Yuan (Note 2) EIERE & (HTaE2)

Note:
1. Resigned as Executive Director on 21 February 2017.

2. Was appointed as Executive Director on 21 February 2017.

The Executive Committee reviewed the Company’s compliance with the Code
and the regulatory and statutory requirements during the year under review,
and the disclosures of this corporate governance report.
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Risk Management and Internal Control

The Board has overall responsibility for the Group’s risk management and
internal controls system and for reviewing its effectiveness. The Board is
committed to implementing an effective and sound internal controls system
to safeguard the interests of shareholders and the Group’s assets. The Board
has delegated to the management the implementation of the system of internal
controls and the review of all relevant financial, operational, compliance controls
and risk management function within an established framework.

The Company has established internal audit department to monitor compliance
with policies and procedures and the effectiveness of internal control structures
of the Group. The internal audit department reports directly to the Audit
Committee and ensure the internal controls are in place and functioning
properly as intended.

Shareholders’ Rights
1. Convening an extraordinary general meeting (“EGM”)

One or more shareholders holding, at the date of deposit of the
requisition, not less than one-tenth of the paid-up capital of the Company
having the right of voting at general meetings can deposit a written
request to convene an EGM at the principal place of business of the
Company in Hong Kong (“Hong Kong Office”), for the attention of the
Board or the Company Secretary. If within 21 days of such deposit of
the requisition, the Board fails to proceed to convene such meeting, the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s) by
the Company.

The notice period to be given to all the registered shareholders in respect
of the EGM varies according to the nature of the proposal as follows:

- At least 14 clear days’ notice (the notice period must include 10
clear business days) in writing if no special resolution is to be
considered at the EGM.

- At least 21 clear days’ notice (the notice period must include
10 clear business days) in writing if a special resolution is to be
considered at the EGM.
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Shareholders’ Rights (Contd)

2.

Right to put forward proposals at general meetings

There are no provisions allowing shareholders to move new resolutions at
the general meetings under the Cayman Islands Companies Law (2013
Revision) or the articles of association of the Company. Shareholders
who wish to move a resolution may request the Company to convene an
EGM as stipulated in above paragraph 1.

Right to propose a person for election as a director

If a shareholder of the Company wishes to nominate a person other than
a retiring Director or a person recommended by the Board to stand for
election as a Director of the Company, the shareholder concerned shall
lodge with the Company (for the attention of the Company Secretary)
at the Hong Kong Office or at the Company’s branch share registrar in
Hong Kong, Tricor Investor Services Limited, a duly signed nomination
form which includes, inter alia, the intention to propose that person for
election as a Director, notice in writing by that person of his willingness
to be elected, and the information required by the Listing Rules.

The period for lodgement of the nomination form will commence no
earlier than the day after the dispatch of the notice of the general
meeting appointed for such election and end no later than 7 days prior to
the date of such general meeting and the minimum length of the period
during which the nomination form and associated documents may be
given to the Company will be at least 7 days.

Right to put enquiry to the Board

Shareholders have the right to put enquiries to the Board. All enquiries
must be in writing with contact information of the person making the
enquiry and deposited at the Hong Kong Office for the attention of the
Company Secretary.

Detailed procedures can be found in the document entitled “Shareholders’
Rights” which is available on the Company’s website.
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Communication with Shareholders

Shareholders are encouraged to attend annual general meetings of the
Company. The chairman of the Board will attend the annual general meeting
and invite the chairman of Audit Committee, Nomination Committee,
Remuneration Committee and other Board Committee(s), or in their absence,
other members of these Board Committee(s), to attend the annual general
meeting.

The Company held the annual general meeting on 21 June 2017.

Details of Directors’ attendance record of general meetings during the year
ended 31 December 2017 are as follows:
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Annual General Meeting
RRBFRE
Meetings attended/Number of Meeting held
HESBAE BTEERE

Executive Director BITEE

Ms. HUANG Jingshu (Chairman) wAET R (E/E) 0/1
Mr. TANG Shouchun (Chief Executive Officer) BEELE(TTHESR) 11
Mr. YE Xingan HE@ELEAE 11
Ms. DENG Chengying AR+ 1/1
Mr. HUANG Hao Yuan =R E 1/1
Independent Non-Executive Director BUHHITESE

Mr. ZHU Jiusheng MNBEE 01
Mr. WANG Jing THUTE 0/1
Ms. HU Gin Ing B E L+ 0/1

Investor Relationship and Communication

The Company strives to achieve a high level of transparency in communicating
with shareholders and the investment community at large. Briefings and
meetings with institutional investors and analysts are conducted at opportune
times. The Company is committed to continuing to maintain an open and
effective investor communication policy and to update investors on relevant
information on its business in a timely manner, subject to relevant regulatory
requirements. In order to ensure effective, clear and accurate communications
with the investors and analysts, all corporate communications are arranged
and handled by the executive directors with the assistance of an independent
corporate communication firm and designated senior executives according
to established practices and procedures of the Company. The Company has
announced results of the year under review in a timely manner.

Constitutional Documents

During the year ended 31 December 2017, there were no changes to the
constitutional documents of the Company.

The memorandum and articles of association of the Company is available on
the websites of the Company and the Stock Exchange.
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Directors’ and Auditor’s Responsibilities for the Consolidated
Financial Statements

The Directors are responsible for the preparation of consolidated financial
statements which give a true and fair view. In preparing such consolidated
financial statements, it is fundamental that appropriate accounting policies are
selected and applied consistently.

The auditor’s responsibility is to express an independent opinion, based on their
audit, on those consolidated financial statements and to report their opinion
to the shareholders of the Company, as a body, and for no other purpose. The
auditor does not assume responsibility towards or accept liability to any other
person for the contents of the independent auditor’s report.

The Directors acknowledge their responsibilities for the preparation of the
consolidated financial statements for each financial year which give a true and
fair view of the state of affairs of the Group and of results and cash flows for that
year. In preparing the consolidated financial statements for the year ended 31
December 2017, the Directors have selected suitable accounting policies and
applied them consistently; adopted appropriate Hong Kong Financial Reporting
Standards and Hong Kong Accounting Standards and Interpretations; made
adjustments and estimates that are prudent and reasonable; and have prepared
the consolidated financial statements on the going concern basis. The Directors
also ensure the timely publication of the consolidated financial statements of
the Group.

Auditor’s Remuneration
The fee in respect of audit and non-audit services provided to the Group by independent

auditor for the year ended 31 December 2017 amounted to RMB2,612,000
(2016: RMB2,569,000) and RMB2,509,000 (2016: RMB274,000) respectively.
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Deloitte.

TO THE SHAREHOLDERS OF
LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of LVGEM (China) Real
Estate Investment Company Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 52 to 160, which
comprise the consolidated statement of financial position as at 31 December
2017, and the consolidated statement of profit or loss, consolidated statement
of profit or loss and other comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory
information.

In our opinion, the consolidated financial statements give a true and fair view of
the consolidated financial position of the Group as at 31 December 2017, and
of its consolidated financial performance and its consolidated cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing
(“HKSAs”) issued by the HKICPA. Our responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics for Professional
Accountants (the “Code”), and we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the consolidated financial statements of the
current period. These matters were addressed in the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.
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KEY AUDIT MATTERS (Cont'd)

Key audit matter
Valuation of investment properties

We identified the valuation of investment properties as a key audit matter
as they represented 53% of the Group’s total assets, combined with the
judgements associated with determining the fair value.

As disclosed in note 13 to the consolidated financial statements, the fair value of
completed investment properties and investment properties under development
amounted to approximately RMB11,624,589,000 and RMB8,026,088,000
respectively as at 31 December 2017 and an increase in fair value recognised
in profit or loss amounted to approximately RMB478,423,000 in aggregate for
the year then ended. The completed investment properties were located in
the People’s Republic of China (the “PRC”), while the investment properties
under development were located in the PRC, Hong Kong and the Kingdom of
Cambodia (“Cambodia”).

As set out in note 4 to the consolidated financial statements, the Group’s
investment properties were stated at fair value based on the valuation
performed by independent professional valuers (“Valuers”). As disclosed in
note 13 to the consolidated financial statements, the fair value of completed
investment properties and investment properties under development have
been arrived at using income capitalisation approach and residual approach,
respectively, which were dependent on certain key inputs and assumptions in
respect of prevailing market conditions such as capitalisation rate and monthly
market rent for income capitalisation approach, gross development value and
developer’s profit for residual approach.

How our audit addressed the key audit matter
Our procedures in relation to the valuation of investment properties included:
o Evaluating the competence, capabilities and objectivity of the Valuers;

o Obtaining an understanding of the valuation processes and significant
assumptions to assess if these approaches meet the requirements of
HKFRSs and industry norms;

o Evaluating the appropriateness of the valuation methods applied by the
Valuers, in particular the valuation techniques and the capitalisation
rate, based on our knowledge of the property markets in the PRC,
Hong Kong and Cambodia; and

° Assessing the reasonableness of other valuation inputs and source
data, including monthly market rent for income capitalisation
approach, gross development value and developer’s profit for residual
approach by comparing these estimates, on a sample basis, to entity-
specific information such as rental income, tenancy summary, capital
expenditures details and size of the investment properties, as well as
market data based on our knowledge of the property markets in the
PRC, Hong Kong and Cambodia.
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KEY AUDIT MATTERS (Contd)

Key audit matter

Assessment of net realisable value of properties held for sale and properties
under development for sale

We identified the assessment of net realisable value of properties held for sale
and properties under development for sale as a key audit matter due to the
significant judgement involved in the determination of net realisable value (the
“NRV”) of these properties.

The Group had properties under development for sale of approximately
RMB5,621,635,000 and properties held for sale of approximately
RMB729,206,000 (collectively referred to as “Properties for Sale”) as at 31
December 2017, which are situated in the PRC and Hong Kong.

As disclosed in note 4 to the consolidated financial statements, the directors
of the Company determined the NRV of the properties held for sale by using
prevailing market data such as most recent sale transactions, and the NRV of
the properties under development for sale was determined by using estimates
of future cash flows to be derived from these properties. These estimates
required judgement as to the anticipated sale prices by reference to recent
sales transactions in nearby locations, marketing costs (including price
discounts required to stimulate sales) and the excepted costs to completion of
properties, the legal and regulatory framework and general market conditions.

How our audit addressed the key audit matter

QOur procedures in relation to assessment of the NRV of the Properties for Sale
included:

o Performing sensitivity analysis to identify the impact that changes in
key inputs such as the estimated future selling prices have on the NRV
of the Properties for Sale;

o Assessing the appropriateness of the estimated future selling prices
of the Properties for Sale, on a sample basis, by comparing them
to transaction prices of similar properties in the nearby or relevant
locations, or actual selling price of properties sold subsequent to the
end of the reporting period in the same project or relevant locations,
based on our knowledge of the property markets in the PRC and Hong
Kong; and

° Challenging the Group’s forecast of construction costs, on a sample
basis, by comparing to the construction costs for similar units against
signed contracts or quotes with subcontractors.
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KEY AUDIT MATTERS (Cont'd)

Key audit matter
Revenue recognised from sales of properties

We identified revenue recognised from sales of properties as a key audit
matter as the revenue from sales of properties is significant to the consolidated
statement of profit or loss and there is judgement involved in determining the
appropriate point at which to recognise revenue from sales of properties.

As disclosed in “Revenue recognition” paragraph under note 3 to the
consolidated financial statements, revenue from sales of properties is
recognised when the respective properties have been completed and delivered
to the buyers and other criteria set out in that note have been met. The Group
has recognised revenue of RMB2,114,289,000 from its property development
and sales segment for the year ended 31 December 2017, which is disclosed
in note 5 to the consolidated financial statements.

How our audit addressed the key audit matter

Our procedures in relation to revenue recognised from sales of properties
included:

o Assessing the management’s control over the point of time at which
revenue from sales of properties is recognised by obtaining an
understanding of the management’s control process and testing the
control on a sample basis; and

o Reviewing the terms stated in the sales and purchase agreements, on
a sample basis, and obtaining evidence regarding the completion and
the delivery of properties, on a sample basis, including completion
certificates and delivery notices, to assess whether the criteria for
revenue recognition set out in “Revenue recognition” paragraph under
note 3 to the consolidated financial statements have been met.

Provision for land appreciation tax

We identified the provision for land appreciation tax (“LAT”) as a key audit
matter since the implementation and settlement of this tax varies among
various tax jurisdictions in cities of the PRC, and the Group has not finalised
certain LAT calculations and payments with local tax authorities in the PRC.
Accordingly, significant judgement is required in determining the amount on
the appreciation of land value and its related LAT.

LAT is prepaid when properties are pre-sold to the buyers and is provided when
properties are delivered to the buyers and revenue is recognised. As disclosed
in note 9 to the consolidated financial statements, current year's provision
for LAT amounted to RMB228,502,000 was recognised in the consolidated
statement of profit or loss for the year ended 31 December 2017. As disclosed
in note 4 to the consolidated financial statements, the Group recognises LAT
based on the management’s best estimates according to the understanding
of the tax rules, which are determined by the appreciation of land value. The
amount of the land appreciation is determined with reference to estimated
proceeds of the sales of properties less the estimated deductible expenditures,
including the cost of land use rights and all property development expenditures.
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KEY AUDIT MATTERS (Cont'd)
How our audit addressed the key audit matter
Our procedures in relation to the provision for LAT included:

° Involving our tax specialists in the PRC to assess the accuracy of the
land appreciation amount calculations based on their knowledge of
the relevant tax rules and regulations, in particular to the LAT rate
announced by the State Administration of Taxation in the PRC; and

° Evaluating the estimated proceeds of the sales of properties and
estimated deductible expenditures, adopted by the management by
comparing their estimates made in previous years to actual results as
well as current year’s estimates.

OTHER INFORMATION

The directors of the Company are responsible for the other information. The
other information comprises the information included in the annual report, but
does not include the consolidated financial statements and our auditor’s report
thereon.

QOur opinion on the consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED
WITH GOVERNANCE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance
with HKFRSs issued by the HKICPA and the disclosure requirements of the
Hong Kong Companies Ordinance, and for such internal control as the directors
determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or
error.
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RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED
WITH GOVERNANCE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS (Conta)

In preparing the consolidated financial statements, the directors are responsible
for assessing the Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis
of accounting unless the directors either intend to liquidate the Group or to
cease operations, or have no realistic alternative but to do so.

Those charge with governance are responsible for overseeing the Group'’s
financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents
of this report. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs will always detect
a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise professional
judgement and maintain professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error, design
and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control.

o Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.

° Conclude on the appropriateness of the directors’ use of the going
concern basis of accounting and, based on the audit evidence
obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's
report. However, future events or conditions may cause the Group to
cease to continue as a going concern.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (Cont'd)

o Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

o Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law
or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated
in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent auditor’s
report is Yuen Wing Hang.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
23 March 2018
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Consolidated Statement of Profit or Loss

mEBEAR

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

2017 2016
—E—+tF T —REF
NOTES RMB’000 RMB’000
Htat ARETT ARETT

Revenue Wz 5 2,967,751 4,590,162
Cost of sales SHERKZR (1,029,862) (2,294,209)
Gross profit ER 1,937,889 2,295,953
Other income, other gains and losses HAUA - HAb U K &8 6 121,640 108,448
Selling expenses HERX (67,694) (58,293)
Administrative expenses GGk (361,572) (348,696)
Fair value changes on investment properties BEYENRABEED) 13 478,423 247,498
Fair value changes on derivative TESMTENARBEES

financial instruments 31 2,373 15,022
Finance costs BRE R 7 (613,592) (406,500)
Share of results of joint ventures RS NGT e (93) 9)
Profit before tax BrE AT E R 8 1,497,374 1,853,423
Income tax expense FriEfims 9 (458,811) (1,044,757)
Profit for the year FERF 1,038,563 808,666
Profit for the year attributable to: DTATELEERR :

Owners of the Company AAFRRER 1,035,392 802,297

Non-controlling interests FEFE PR S 3,171 6,369

1,038,563 808,666
RMB cents RMB cents
AR5 ARES

Earnings per share attributable to the FEXAATRREEETRER 12

owners of the Company during the year

- Basic —ExK 22.06 17.09

— Diluted . -1 12.89 9.81
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
reBEmkEMEEKWAR

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
AR®T T ARBFT
Profit for the year FEBF 1,038,563 808,666
Other comprehensive (expense) income Hih 2w (B ) s
Items that may be subsequently reclassified to profit or loss: BEASSEEH 7 EFTE&H2IER :
Exchange differences arising on translation [E R EEMNHBREERE 50,415 2,979
Fair value changes on available-for-sale investments, AEHEREZ AR EEE
net of tax (HBREIR) (87,592) 163,336
Other comprehensive (expense) income for the year FEHMZME(BX) Wim (37,177) 166,315
Total comprehensive income for the year FEXEWZETE 1,001,386 974,981
Total comprehensive income (expense) attributable to: DT ATEAEEKES(BX) &5 :
Owners of the Company ARRAFRRE 1,001,397 967,927
Non-controlling interests AR e (11 7,054
1,001,386 974,981

#2(FEIBEREERAR
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Consolidated Statement of Financial Position

E IS AR R

At 31 December 2017
RZT—tF+=A=+—H

2017 2016
—E—+tF T —REF
NOTES RMB’000 RMB’000
Htat ARETT ARET T
Non-current assets FERBEE
Investment properties WA 13 19,650,677 12,227,017
Property, plant and equipment mE - WEREE 14 413,871 294,188
Goodwill FEEsS 15 231,602 231,602
Interests in joint ventures N =W/ O 16 6,068 6,161
Amount due from a joint venture U —EA& &R almE 16 522,323 522,223
Available-for-sale investments Al ERE 17 444,259 561,048
Deferred tax assets FEFIBE E 18 175,201 190,151
Deposits paid Bftke 19 1,210,000 366,776
22,654,001 14,399,166
Current assets REEE
Properties under development for sale BRAPGEYE 20 5,621,635 3,977,425
Properties held for sale HEYE 21 729,206 1,556,050
Other inventories HEFEE 22 1,145 1,006
Accounts receivable FEURBR TR 23 377,292 16,536
Deposits paid, prepayments and BffEe  BARER
other receivables H fih e W R 24 1,138,263 1,234,783
Tax recoverable AT E B R 32,594 8,316
Other financial assets HEph&E 25 150,000 200,000
Restricted bank deposits ZREISRITIFER 26 2,117,521 1,738,990
Bank balances and cash IRITHEBR LIRS 27 3,975,163 2,792,246
14,142,819 11,525,352
Current liabilities REAE
Accounts payable ANE 28 600,037 921,438
Accruals, deposits received and EETER - BEdIEE K
other payables H A RIE 29 3,725,372 546,538
Tax liabilities HEAE 1,009,685 768,146
Borrowings BE 30 3,615,042 3,580,323
Convertible bonds A AR (E & 31(a) 589,650 —
Derivative financial instruments MESRITE 31(b) 111,078 -
9,650,864 5,816,445
Net current assets REBEEFE 4,491,955 5,708,907
Total assets less current liabilities HWEERRBEE 27,145,956 20,108,073

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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At 31 December 2017
RZZE—+F+=-A=+—H

Consolidated Statement of Financial Position

e PR R R

2017 2016
—E—+tF ZZT—RF
NOTES RMB’000 RMB’000
KtaE ARETR AREFTT
Non-current liabilities ERBEE
Borrowings ETE 30 9,343,235 5,250,477
Senior notes and bond EBEERNES 32 5,250,854 2,586,467
Convertible bonds AR E S 31(a) = 559,186
Derivative financial instruments PTESBMIT A 31(b) = 120,496
Deferred tax liabilities FEEFRIABE 18 2,482,664 2,393,783
17,076,753 10,910,409
Net assets EEFE 10,069,203 9,197,664
Capital and reserves BRAR i
Share capital &7 33 39,121 39,115
Reserves & 34 9,796,941 8,925,397
Equity attributable to owners of the Company 2N/ &A% 5 fE (L hE 2 9,836,062 8,964,512
Non-controlling interests FEFE AR AE 25 233,141 233,152
Total equity ERBEE 10,069,203 9,197,664

The consolidated financial statements on pages 52 to 160 were approved and FE2EI0E Z AN ERRCEETEN T — \F=
authorised for issue by the board of directors on 23 March 2018 and are signed THERHAERERETE YHRIATESERREZ

on its behalf by:

HUANG Jingshu

EHE
DIRECTOR
5%

DENG Chengying
R
DIRECTOR
=

#2(FEIBEREERAR
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Consolidated Statement of Changes in Equity

GmERBREER

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

Attributable to owners of the Company

KARRELER
Convertile Investment Non-
Share Sare ~ preference Ofher  Bxchange  revaluaion  Shareoption  Stafutory  Retained controlling Total
capital ~~ premium shares resene Tesene Tesenve Tesenve Tesenve profs  Subdofal  interests ity
A RERE TEREGR HAkEE  ERXRE REEREE BRERE iR RERA Nt FERER  BREE
RMBOO0  RMBOOO  RMBOOO  RMBOOO  RMBOO0  RMBOOD  RMBOO0  RMBOO0  RMBOOO  RMBOO0  RMBOO0  RMBIOOO
ARETT ARETT ARETT ARETR ARETr ARETR ARETR ARETR ARETR ARETn ARETR ARETR
Balance s at 1 January 2016 RE-~E-A-BRER 015 629142 599,114 (11262576) 03717 - - 06373 6716192 7881077 Q098 7973170
Proftfor the year EREA = = = - - - - SO /2T VA 6369 808666
Fairvalue changes on avalableforsale—— WHEHERE 7R EEED
investments, netoffax (MRHE) - - - - - 1R33% - - - 183% - 1B
Bxchange diferences arsngon ranslaon B EteAAE £ - - - - 2004 - - - - 2094 685 291
Total comprehensve income for theyear ~ EE2EMEESE - - - - 200 1633% - -y w9 7054 974981
Roquistion o addtonal nferestn a EIER-FRBRANER
Subsidry (note) i) - - - M - = - = T\ N VI /) -
Capitel contributon by anon-controling~~ ~FNBARFERER 2 HE
shareholder of @ Subsidiary - - - - - - - - - - 161,225 161,225
Recognion of equiyseffed sharebased — BEAMRIEEE SN RS 4h3nE
nayments (nofe 37) Hi37) - - - - - - 18 - - 184 - 1B
Transfer o statutory resenve ERTTRE - - - - - - - 81054 (81,084) - - -
Dividend declared and made (rote 1)~ RERRENHRS (W31 - - - - - - - - (K16 (@) - (W)
Balance s at 31 December 2016 RE-NE+-A=t-BHEs 15 629142 5959114 (11,235,356) 66,011 163336 18404 1747 7301319 8964512 2312 9197664
Proftfor the year EEEA - - - - - - - - 103632 103%3% 3171 1,038,563
Fairvalue changes on avalableforsale.—— WHEHERE 7R BEED
investments, net oftax (1BH7) - - - = - B - - - M - W
Exchange diferences arising on translation - S EA HRE £ - - - - 53,597 - - - - 53597 (318) 50415
Total comprehensie income (expense) ~ EE 2GR 45
forthe year - - - - h3597 (87,592) = - 10632 1001397 (11) 1,001,386
Recogniton of equity-setled share-based. BRI E MR fE508
ayments (nofe 37) W37) - - - - - - 80408 - - 848 - 8048
Evercse ofshare opfions fIfERE 6 142 - - - - (475) = - 96 - 96
Transferto statutory resenve ERoTEE - - - - - = - 238 (2389) - - -
Dividend declared and made (note 11) ~~ BERRERAMRSHit1) - - - - - - - - @) -
Balance as at 31 December 2017 RE—tE+-A=1-RHER N1 6300567 5914 (1123636 119608 T 28337 149812 8219115  983%002 233141 10069203
Note: During the year ended 31 December 2016, the Group and the non-controlling Wit BEZT—R"FTA=T—HLFE  "EBRAIRE

shareholder of Shenzhen Yijia Industrial Development Company Limited (“Yijia”), a
non-wholly-owned subsidiary of the Group, had made additional capital contribution
to Yijia. Subsequent to the contribution, the equity interest in Yijia held by the
Group increased from 75% to 89%. The difference between the amounts paid for
acquisition of an additional interest in a subsidiary and the carrying amount of non-
controlling interests being acquired was included in other reserve.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

Consolidated Statement of Cash Flows
HERERER

2017 2016
—E—tH ZE—RE
RMB’000 RMB’000
AR¥T T AREFTT
Operating activities ReEEH
Profit before tax ML BT &R 1,497,374 1,853,423
Adjustments for: FHEIER -
Depreciation e 35,331 39,934
Gain on disposal of property, plant and equipment HEWE  BE MERENYES (233) (1,554)
Gain on disposal of investment properties HERE Y ERN R (2,306) (4,968)
Fair value changes on investment properties HEMENNA BEES (478,423) (247,498)
Fair value changes on derivative financial instruments PESRMTANAR BEE (2,373) (15,022)
Share of results of joint ventures EIEEERREE 93 9
Reversal of impairment loss on accounts receivable ol W IR R E 1R (82) (39)
Equity-settled share-based payments DARS#EE 45 & LARS A SZ S RO F00E 80,408 128,404
Recovery of other receivables written-off 8% 0] L Ath R AR TR B £ (331) (49,561)
Write-down on other receivables O L At B MR IE 3,210 -
Impairment loss on properties held for sale HEMERRERE - 20,506
Interest income FEWA (31,022) (30,663)
Gain on disposal of a subsidiary & — BB A R A K - (18,340)
Investment income FERA (5,446) (1,434)
Dividend income iR EUA (12,050) =
Finance costs BRE RS 613,592 406,500
Exchange difference R (88,999) -
Operating cash flows before movements in working capital B & &S FRINEEELRE 1,608,743 2,079,697
(Increase) decrease in properties under development for BERPEFEYENGEYE
sale and properties held for sale (3 hn)im A (685,814) 696,785
Increase in other inventories E iz &5 (139) (92)
(Increase) decrease in accounts receivable FEUS AR ZR (38 00) s > (360,674) 85,719
(Increase) decrease in deposits paid, prepayments and BEfES « BB REAM
other receivables FEMGRIE R, A (48 ) s 2> (64,412) 498,728
Decrease in accounts payable FETBRFOR (321,276) (174,413)
Increase (decrease) in accruals, deposits received and EETER - Bk e REAM
other payables FERTFRIEIE M CR ) 1,160,150 (3,343,930)
Cash from (used in) operations KRBTSR )RS 1,336,578 (157,506)
Income taxes paid EAFTEH (108,522) (585,236)
Net cash from (used in) operating activities REEBMES (A RLSFHE 1,228,056 (742,742)
Investing activities RETH
Placement of restricted bank deposits G BR SIRITIFE 5K (5,468,427) (6,044,884)
Acquisition of subsidiaries (note 35) U BE RS B A R (A77£35) (4,518,136) (606,837)
Advances to related companies Bl NI R EE (1,142,063) (623,923)
Placement of short-term time deposits with original maturity EHREER=1EA A -B—FR
beyond three months but within one year BB R HATE R (624,929) (200,000)
Purchase of other financial assets BEHMESREE (360,000) (521,000)
Additional costs of investment properties B W5 Z BN A (285,046) (26,270)
Purchase of property, plant and equipment BEME - BE REE (7,692) (20,370)
Advance to a joint venture m—fEA & AR AR (100) (3,000)
Deposits paid BEftize (1,000,000) (363,482)
Withdrawal of restricted bank deposits IR HIRITER 5,089,896 5,659,340
Repayment from related companies EERIM AR FE 1,291,074 821,040
Proceeds from redemption of other financial assets B[O Hth & @& EFTS VR 415,446 402,434
Withdrawal of short-term deposits with original maturity RERER=EAULELE—FR
beyond three months but within one year B BAR 2 HATE R 200,000 -
Proceeds from disposal of investment properties HEREYFERSHRIE 31,290 25,171
Interest received BEUFIE 31,022 30,663
Dividend income received B4z BUA 12,050 -
Proceeds from disposal of property, plant and equipment HEWE « BENRBERSHIE 252 21,192
Net cash inflow on disposal of a subsidiary (note 36) HE—RWBARRESRAFE
(K1:#36) - 54,759
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Consolidated Statement of Cash Flows

zﬂH_I:IEEr\/l)Ib 2‘%

For the year ended 31 December 2017

HE-T—+tF+-A=1+—HIFE
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
AR¥T T ARET T
Net cash used in investing activities RETEFTABRSEE (6,335,363) (1,495,167)
Financing activities R EE
Repayments of borrowings EEEE (2,940,712) (2,427,484)
Interest paid BFE (750,644) (635,605)
Dividend paid EfRE (211,211) (40,116)
Transaction costs on issue of senior notes and bond BTBREEBRESF IR HKAN (47,352) (14,416)
Transaction costs on issue of convertible bonds BT IRRES 2 R KA - (8,084)
Proceeds from new borrowings FriEfE B RE 7,120,305 2,985,171
Proceeds from issue of senior notes and bond BITRAZBRESFSHKIE 2,687,226 2,600,000
Issue of new shares upon exercise of share options ﬁﬁﬁ%ﬁﬁ%b@%ﬁ%ﬁﬂx 956 -
Proceeds from issue of convertible bonds LR E S P S IE = 694,132
Capital contribution by a non-controlling shareholder eI A — B AR Z HE
of a subsidiary - 161,225
Net cash from financing activities RIESEE TSRS R 5,858,568 3,314,823
Net increase in cash and cash equivalents RERBLESEYEMFE 751,261 1,076,914
Effect of foreign exchange rate changes INEE RSB HE 6,727 773
Cash and cash equivalents at beginning of the year FHEESRRESEEY 2,592,246 1,514,559
Cash and cash equivalents at end of the year FRESRBEESEEY 3,350,234 2,592,246
Represented by: g -
Cash and cash equivalents R kB EEY 3,350,234 2,592,246
Add: Fixed deposit with original maturity date more e REHBAZR=AR
than three months but within one year DR —FHTEHFR 624,929 200,000
Bank balances and cash BITEBRRS 3,975,163 2,792,246
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

GENERAL

LVGEM (China) Real Estate Investment Company Limited (“the
Company”) is incorporated in the Cayman Islands with limited liability
and its shares are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The addresses of the
Company’s registered office and principal place of business are PO
Box 1350, Clifton House, 75 Fort Street, Grand Cayman KY1-1108,
Cayman Islands and Suites 1701 — 1703, 17/F., Everbright Centre,
108 Gloucester Road, Wanchai, Hong Kong respectively. Its ultimate
controlling party is Mr. WONG Hong King (“Mr. Wong"), father of Ms.
HUANG Jingshu, the Chairman of the Company, and Mr. HUANG Hao
Yuan, the Executive Director of the Company.

The Company acts as an investment holding company. The activities of
its principal subsidiaries are set out in note 47.

The consolidated financial statements are presented in Renminbi
(“RMB”), which is also the functional currency of the Company.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

Amendments to HKFRSs that are mandatorily effective for the current year

The Group has applied the following amendments to HKFRSs issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA”) for
the first time in the current year:

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for
Unrealised Losses
Amendments to HKFRS 12 As part of the Annual Improvements to
HKFRSs 2014 - 2016 Cycle

Except as described below, the application of the amendments to
HKFRSs in the current year has had no material impact on the Group’s
financial performance and positions for the current and prior years and/
or on the disclosures set out in these consolidated financial statements.

Amendments to HKAS 7 Disclosure Initiative

The Group has applied these amendments for the first time in the
current year. The amendments require an entity to provide disclosures
that enable users of financial statements to evaluate changes in
liabilities arising from financing activities, including both cash and non-
cash changes. In addition, the amendments also require disclosures
on changes in financial assets if cash flows from those financial assets
were, or future cash flows will be, included in cash flows from financing
activities.

e VI HRAR MR
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Clifton House, 75 Fort Street, Grand Cayman KY1-
1108, Cayman lIslands & & /& & (T4 4B KX KH
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Notes to the Consolidated Financial Statements

e VI HRAR M

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (Conta)

Amendments to HKAS 7 Disclosure Initiative (Cont'd)

Specifically, the amendments require the following to be disclosed: (i)
changes from financing cash flows; (ii) changes arising from obtaining
or losing control of subsidiaries or other businesses; (iii) the effect of
changes in foreign exchange rates; (iv) changes in fair values; and (v)
other changes.

A reconciliation between the opening and closing balances of these
items is provided in note 41. Consistent with the transition provisions of
the amendments, the Group has not disclosed comparative information
for the prior year. Apart from the additional disclosure in note 41, the
application of these amendments has had no impact on the Group’s
consolidated financial statements.

New and revised HKFRSs in issue but not yet effective

The Group has not early applied the following new and revised HKFRSs
that have been issued but are not yet effective:

For the year ended 31 December 2017
HEZ—+F+-A=1+—HItFE

FERAFATREERTERMBREER
((EBMBREER @)

BRGTERETR(BTA)RETE(F)

ABME  ZETARTRENTAE  OBARS
TEEE : ()ES Rk HE A A A )
REEZ2H : (MEESRULE | (VD% B
28 : RWRHE

BRZE R B RV RRER 2 H RGN E4152
H o RIBEZERT A ZBREGE  AEBEWEFEE
FZHBER - B4 BIMREEIN - EAZE
RIS AR E 2 R A TSR E AR E

SERMEERERZHTREBTEBUBREE
Al

SR 45K R 2 A R SR8 MR A A2 97T
R AT RS AR -

HKFRS 9
HKFRS 15

HKFRS 16

HKFRS 17

HK(IFRIC)-Int 22
HK(IFRIC)-Int 23
Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKFRS 9

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 40

Amendments to HKAS 28

Amendments to HKAS 28

Amendments to HKFRSs

Financial Instruments!

Revenue from Contracts with Customers
and the related Amendments!

Leases?

Insurance Contracts*

Foreign Currency Transactions and
Advance Consideration!

Uncertainty over Income Tax Treatments®

Classification and Measurement of Share-
based Payment Transactions!

Applying HKFRS 9 Financial Instruments
with HKFRS 4 Insurance Contracts!

Prepayment Features with Negative
Compensation?

Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture?

Transfers of Investment Property!

Long-term Interests in Associates and Joint
Ventures?

As part of the Annual Improvements to
HKFRSs 2014 — 2016 Cycle!

Annual Improvements to HKFRSs 2015 —
2017 Cycle?

BRI EERNFIR
BB RS ERF 1557

BB IEIRE ERIZE 1655
BB IEHRELERIE 175
a5 (BB BRERE
LB 2)REF225
A (EBRTBHRE2E
REE)REE235
BRI ISIRELERFE 255

(&&TA)
BB IEIRE LRI AR
({EFTA)

SR TA!

REEPE DR
MREERTA

s

Rz A #9*

SMERR 5 IR KAE?

FRISTUERIE 2 TNHEE 12

BABRIA AR 2 13K
RSB
SREBBHIS R
ASRIRI S 41— B8

Effective for annual periods beginning on or after 1 January 2018.
Effective for annual periods beginning on or after 1 January 2019.
Effective for annual periods beginning on or after a date to be determined.
Effective for annual periods beginning on or after 1 January 2021.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

2. APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (Contd)

New and revised HKFRSs in issue but not yet effective (Cont'd)

Except for the new and amendments to HKFRSs and Interpretations
mentioned below, the directors of the Company anticipate that the
application of all other new and revised HKFRSs and Interpretations will
have no material impact on the consolidated financial statements in the
foreseeable future.

HKFRS 9 Financial Instruments

HKFRS 9 introduces new requirements for the classification and
measurement of financial assets, financial liabilities, general hedge
accounting and impairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevant to the Group are:

o all recognised financial assets that are within the scope of HKFRS
9 are required to be subsequently measured at amortised cost
or fair value. Specifically, debt investments that are held within
a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are solely
payments of principal and interest on the principal outstanding are
generally measured at amortised cost at the end of subsequent
accounting periods. Debt instruments that are held within a
business model whose objective is achieved both by collecting
contractual cash flows and selling financial assets, and that have
contractual terms that give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal
amount outstanding, are generally measured at fair value through
other comprehensive income (“FVTOCI”). All other financial
assets are measured at their fair value at subsequent accounting
periods. In addition, under HKFRS 9, entities may make an
irrevocable election to present subsequent changes in the fair
value of an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally
recognised in profit or loss.

o in relation to the impairment of financial assets, HKFRS 9 requires
an expected credit loss model, as opposed to an incurred credit
loss model under HKAS 39 Financial Instruments: Recognition
and Measurement (“HKAS 39”). The expected credit loss model
requires an entity to account for expected credit losses and
changes in those expected credit losses at each reporting date
to reflect changes in credit risk since initial recognition. In other
words, it is no longer necessary for a credit event to have occurred
before credit losses are recognised.

Based on the Group’s financial instruments and risk management
policies as at 31 December 2017, the directors of the Company
anticipate the following potential impact on initial application of HKFRS 9:
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (Conta)

HKFRS 9 Financial Instruments (Cont'd)
Classification and measurement:

Loans and receivables carried at amortised cost as disclosed in notes
16, 23, 24, 26 and 27 respectively: these are held within a business
model whose objective is to collect the contractual cash flows that are
solely payments of principal and interest on the principal outstanding.
Accordingly, these financial assets will continue to be subsequently
measured at amortised cost upon the application of HKFRS 9.

Listed equity securities classified as available-for-sale investments
carried at fair value as disclosed in note 17: these securities qualified
for designation as measured at FVTOCI under HKFRS 9, however, the
fair value gains or losses accumulated in the investment revaluation
reserve amounting to RMB75,744,000 as at 1 January 2018 will no
longer be subsequently reclassified to profit or loss under HKFRS 9,
which is different from the current treatment. This will affect the amounts
recognised in the Group’s profit or loss and other comprehensive income
but will not affect total comprehensive income.

All other financial assets and financial liabilities will continue to be
measured on the same bases as are currently measured under HKAS
39.

Impairment

In general, the directors of the Company anticipate that the application of
the expected credit loss model of HKFRS 9 will result in earlier provision
of credit losses which are not yet incurred in relation to the Group’s
financial assets measured at amortised costs and other items that
subject to the impairment provisions upon application of HKFRS 9 by the
Group.

Based on the assessment by the directors of the Company, if the
expected credit loss model were to be applied by the Group, the
accumulated amount of impairment loss to be recognised by Group
as at 1 January 2018 would be slightly increased as compared to the
accumulated amount recognised under HKAS 39 mainly attributable to
expected credit losses provision on accounts and other receivable. Such
further impairment recognised under expected credit loss model would
reduce the opening retained profits and increase the deferred tax assets
at 1 January 2018.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (Contd)

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes a single comprehensive model
for entities to use in accounting for revenue arising from contracts with
customers. HKFRS 15 will supersede the current revenue recognition
guidance including HKAS 18 Revenue, HKAS 11 Construction Contracts
and the related interpretations when it becomes effective.

The core principle of HKFRS 15 is that an entity should recognise
revenue to depict the transfer of promised goods or services to customers
in an amount that reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services. Specifically, the
standard introduces a 5-step approach to revenue recognition:

° Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the contract

° Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the performance

obligations in the contract

o Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation

Under HKFRS 15, an entity recognises revenue when (or as) a
performance obligation is satisfied, i.e. when ‘control’ of the goods or
services underlying the particular performance obligation is transferred to
the customer. Far more prescriptive guidance has been added in HKFRS
15 to deal with specific scenarios. Furthermore, extensive disclosures are
required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15 in relation to
the identification of performance obligations, principal versus agent
considerations, as well as licensing application guidance.
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e VI HRAR M

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (Conta)

HKFRS 15 Revenue from Contracts with Customers (Cont'd)

The directors of the Company have assessed the impact on application of
HKFRS 15 in the following areas:

° The Group has considered all the relevant facts and circumstances
in assessing whether the property sale contracts contain significant
financing component, including the difference between the amount
of promised consideration and the cash selling price of the property;
and the combined effect of the expected length of time between the
Group’s transfer of the property to the customer and the customer’s
payment for the property and the prevailing interest rates in the
relevant market. The Group has applied the practical expedient
in HKFRS 15 and has not considered the financing component
of contracts which are expected to be completed within one year
from the date of payment made by customers. The directors of the
Company expect that the significant financing component included
in the property sale contracts would not have material financial
impact to the consolidated financial statements given that based
on the sale contracts signed before 1 January 2018, the expected
length of time the Group transfers the property to the customer is
close to one year from the time the sale contract is signed and the
pre-sale deposit is received.

o Currently, the Group expensed off the costs associated with
obtaining the property sale contracts with customers. Under
the requirement of HKFRS 15, incremental costs of obtaining a
contract is eligible for capitalisation as deferred contract costs
if they meet certain criteria. The directors of the Company
expect that this would not have material financial impact to the
consolidated financial statements as the amount involved is
insignificant.

In addition, the directors of the Company anticipate that the application
of HKFRS 15 in the future may result in more disclosures.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the identification of
lease arrangements and accounting treatments for both lessors and
lessees. HKFRS 16 will supersede HKAS 17 Leases and the related
interpretations when it becomes effective.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (Contd)

HKFRS 16 Leases (Cont'd)

HKFRS 16 distinguishes lease and service contracts on the basis of
whether an identified asset is controlled by a customer. Distinctions
of operating leases and finance leases are removed for lessee
accounting, and is replaced by a model where a right-of-use asset and
a corresponding liability have to be recognised for all leases by lessees,
except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and subsequently
measured at cost (subject to certain exceptions) less accumulated
depreciation and impairment losses, adjusted for any remeasurement of
the lease liability. The lease liability is initially measured at the present
value of the lease payments that are not paid at that date. Subsequently,
the lease liability is adjusted for interest and lease payments, as well as
the impact of lease modifications, amongst others. For the classification
of cash flows, the Group currently presents upfront prepaid lease
payments as investing cash flows in relation to leasehold land for own
use and those classified as investment properties while other operating
lease payments are presented as operating cash flows. Upon application
of HKFRS 16, lease payments in relation to lease liability will be allocated
into a principal and an interest portion which will be presented as
financing cash flows respectively by the Group.

Under HKAS 17, the Group has already recognised prepaid lease
payments for leasehold land where the Group is a lessee. The application
of HKFRS 16 may result in potential changes in classification of these
assets depending on whether the Group presents right-of-use assets
separately or within the same line item at which the corresponding
underlying assets would be presented if they were owned. In contrast
to lessee accounting, HKFRS 16 substantially carries forward the lessor
accounting requirements in HKAS 17, and continues to require a lessor
to classify a lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 31 December 2017, the Group has non-cancellable operating
lease commitments of RMB237,392,000 as disclosed in note 42. A
preliminary assessment indicates that these arrangements will meet
the definition of a lease. Upon application of HKFRS 16, the Group will
recognise a right-of-use asset and a corresponding liability in respect of
all these leases unless they qualify for low value or short-term leases.
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APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs") (Conta)

HKFRS 16 Leases (Cont'd)

In addition, the Group currently considers refundable rental deposits
paid of RMB10,622,000 and refundable rental deposits received of
RMB105,812,000 as rights and obligations under leases to which HKAS
17 applies. Based on the definition of lease payments under HKFRS
16, such deposits are not payments relating to the right to use the
underlying assets, accordingly, the carrying amounts of such deposits
may be adjusted to amortised cost and such adjustments are considered
as additional lease payments. Adjustments to refundable rental deposits
paid would be included in the carrying amount of right-of-use assets.
Adjustments to refundable rental deposits received would be considered
as advance lease payments.

Furthermore, the application of new requirements may result in changes
in measurement, presentation and disclosure as indicated above.

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments

HK(IFRIC)-Int 23 sets out how to determine the accounting tax position
when there is uncertainty over income tax treatments. The interpretation
requires an entity to determine whether uncertain tax positions are
assessed separately or as a group; and assess whether it is probable that
a tax authority will accept an uncertain tax treatment used, or proposed
to be used, by an entity in its income tax filings.

The directors of the Company anticipate that the application of
HK(IFRIC)-Int 23 would not have material financial impact to the
consolidated financial statements in respect of the uncertainty of land
appreciation tax (“LAT”) based on the facts and circumstances as at 31
December 2017 but may result in more disclosures in the future.

Amendments to HKAS 40 Transfers of Investment Property

The amendments clarify that a transfer to, or from, investment property
necessitates an assessment of whether a property meets, or has ceased
to meet, the definition of investment property, supported by observable
evidence that a change in use has occurred. The amendments further
clarify that situations other than the ones listed in HKAS 40 may
evidence a change in use, and that a change in use is possible for
properties under construction. For example, change in use for transfer
from properties under development for sale in the ordinary course of
business to investment properties could be evidenced by inception of an
operating lease to another party. Currently, the Group accounts for such
transfer only upon commencement of an operating lease.

The directors of the Company anticipate that the application of these
amendments will result in early recognition of such transfers on the
Group'’s consolidated financial statements in future periods should there
be a change in use of any of its properties.
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For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA. In addition, the consolidated
financial statements include applicable disclosures required by the
Rules Governing the Listing of Securities on the Stock Exchange (“Listing
Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis except for investment properties, available-for-sale
investments and derivative financial instruments that are measured
at fair values at the end of each reporting period, as explained in the
accounting policies set out below.

Historical cost is generally based on the fair value of the consideration
given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at
the measurement date. Fair value for measurement and/or disclosure
purposes in these consolidated financial statements is determined on
such a basis, except for share-based payment transactions that are
within the scope of HKFRS 2 Share-based Payment, leasing transactions
that are within the scope of HKAS 17 Leases, and measurements that
have some similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 Inventories or value in use in HKAS 36
Impairment of Assets.
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participant that would use the asset in its highest and best use.

For financial instruments and investment properties which are
transferred at fair value and a valuation technique that unobservable
inputs is to be used to measure fair value in subsequent periods, the
valuation technique is calibrated so that the results of the valuation
technique equals the transaction price.
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SIGNIFICANT ACCOUNTING POLICIES (contd)

In addition, for financial reporting purposes, fair value measurements are
categorised into Level 1, 2 or 3 based on the degree to which the inputs
to the fair value measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which are described
as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets
for identical assets or liabilities that the entity can access at the
measurement date;

o Level 2 inputs are inputs, other than quoted prices included within
Level 1, that are observable for the asset or liability, either directly
or indirectly; and

o Level 3 inputs are unobservable inputs for the asset or liability.

The significant accounting policies are set out below.
Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company and
its subsidiaries. Control is achieved when the Company:

o has power over the investee;

. is exposed, or has rights, to variable returns from its involvement
with the investee; and

o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the
three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the
subsidiary. Specifically, income and expenses of a subsidiary acquired or
disposed of during the year are included in the consolidated statement
of profit or loss from the date the Group gains control until the date when
the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed to the
owners of the Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in line with the Group’s
accounting policies.

All intragroup assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group are
eliminated in full on consolidation.
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Basis of consolidation (Cont'd)
Changes in the Group’s ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in existing subsidiaries
that do not result in the Group losing control over the subsidiaries are
accounted for as equity transactions. The carrying amounts of the
Group’s relevant components of equity and the non-controlling interests
are adjusted to reflect the changes in their relative interests in the
subsidiaries, including re-attribution of relevant reserves between the
Group and the non-controlling interests according to the Group’s and the
non-controlling interests’ proportionate interests.

Any difference between the amount by which the non-controlling
interests are adjusted, and the fair value of the consideration paid or
received is recognised directly in equity and attributed to owners of the
Company.

When the Group loses control of a subsidiary, the assets and liabilities of
that subsidiary and non-controlling interests (if any) are derecognised.
A gain or loss is recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value of the consideration
received and (ii) the carrying amount of the assets (including goodwill),
and liabilities of the subsidiary attributable to the owners of the Company.
All amounts previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the Group had
directly disposed of the related assets or liabilities of the subsidiary (i.e.
reclassified to profit or loss or transferred to another category of equity as
specified/permitted by applicable HKFRSs).

Business combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination is
measured at fair value, which is calculated as the sum of the acquisition-
date fair values of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the acquiree.
Acquisition-related costs are generally recognised in profit or loss as
incurred.
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (cont'a)
Business combinations (Cont’d)

At the acquisition date, the identifiable assets acquired and the liabilities
assumed are recognised at their fair value, except that:

- deferred tax assets or liabilities, and assets or liabilities related to
employee benefit arrangements are recognised and measured in
accordance with HKAS 12 /ncome Taxes and HKAS 19 Employee
Benefits respectively;

- liabilities or equity instruments related to share-based payment
arrangements of the acquiree or share-based payment
arrangements of the Group entered into to replace share-
based payment arrangements of the acquiree are measured
in accordance with HKFRS 2 Share-based Payment at the
acquisition date (see the accounting policy below); and

- assets (or disposal groups) that are classified as held for sale in
accordance with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations are measured in accordance with that
standard.

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree,
and the fair value of the acquirer’s previously held equity interest in the
acquiree (if any) over the net amount of the identifiable assets acquired
and the liabilities assumed as at acquisition date. If, after re-assessment,
the net amount of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of the
acquirer’s previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the relevant subsidiary’s
net assets in the event of liquidation are initially measured at the non-
controlling interests’ proportionate share of the recognised amounts
of the acquiree’s identifiable net assets or at fair value. The choice of
measurement basis is made on a transaction-by-transaction basis.

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to fair value
at the acquisition date (i.e. the date when the Group obtains control), and
the resulting gain or loss, if any, is recognised in profit or loss. Amounts
arising from interests in the acquiree prior to the acquisition date that
have previously been recognised in other comprehensive income are
reclassified to profit or loss where such treatment would be appropriate if
that interest were disposed of.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (contd)
Acquisition of a subsidiary not constituting a business

When the Group acquires a group of assets and liabilities that do not
constitute a business, the Group identifies and recognises the individual
identifiable assets acquired and liabilities assumed by allocating the
purchase price first to investment properties which are subsequently
measured under fair value model and financial assets/financial liabilities
at the respective fair value, the remaining balance of the purchase price
is then allocated to the other individual identifiable assets and liabilities
on the basis of their relative fair values at the date of purchase. Such a
transaction does not give rise to goodwill or bargain purchase gain.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost as
established at the date of acquisition of the business (see the accounting
policy above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of
the Group’s cash-generating units (or groups of cash-generating units)
that is expected to benefit from the synergies of the combination, which
represents the lowest level at which the goodwill is monitored for internal
management purpose and not larger than an operating segment.

A cash-generating unit (or group of cash-generation units) to which
goodwill has been allocated is tested for impairment annually, or more
frequently when there is indication that the unit may be impaired.
For goodwill arising on an acquisition in a reporting period, the cash-
generating unit (or group of cash-generation units) to which goodwill has
been allocated is tested for impairment before the end of that reporting
period. If the recoverable amount of the cash-generating unit is less than
its carrying amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill and then to the other assets on a pro-
rata basis based on the carrying amount of each asset in the unit (or
group of cash-generation units).

On disposal of the relevant cash-generating unit, the attributable amount
of goodwill is included in the determination of the amount of profit or
loss on disposal (or any of the cash-generating unit within group of cash-
generating units in which the Group monitors goodwill).
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Investments in joint ventures

A joint venture is a joint arrangement whereby the parties that have
joint control of the arrangement have rights to the net assets of the joint
arrangement. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant
activities require unanimous consent of the parties sharing control.

The results and assets and liabilities of joint ventures are incorporated
in these consolidated financial statements using the equity method of
accounting. Under the equity method, an investment in a joint venture
is initially recognised in the consolidated statement of financial position
at cost and adjusted thereafter to recognise the Group’s share of the
profit or loss and other comprehensive income of the joint venture.
Changes in net assets of the joint venture other than profit or loss and
other comprehensive income are not accounted for unless such changes
resulted in changes in ownership interest held by the Group. When the
Group’s share of losses of a joint venture exceeds the Group’s interest
in that joint venture (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the joint venture),
the Group discontinues recognising its share of further losses. Additional
losses are recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf of the joint
venture.

An investment in a joint venture is accounted for using the equity
method from the date on which the investee becomes a joint venture.
On acquisition of the investment in a joint venture, any excess of the
cost of the investment over the Group’s share of the net fair value of
the identifiable assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of the investment.
Any excess of the Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment, after reassessment,
is recognised immediately in profit or loss in the period in which the
investment is acquired.

The requirements of HKAS 39 are applied to determine whether it is
necessary to recognise any impairment loss with respect to the Group’s
investment in a joint venture. When necessary, the entire carrying
amount of the investment (including goodwill) is tested for impairment
in accordance with HKAS 36 I/mpairment of Assets as a single asset
by comparing its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of the investment.
Any reversal of that impairment loss is recognised in accordance with
HKAS 36 to the extent that the recoverable amount of the investment
subsequently increases.
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For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (contd)
Investments in joint ventures (Cont'd)

When the Group reduces its ownership interest in a joint venture but
the Group continues to use the equity method, the Group reclassifies to
profit or loss the proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to that reduction in
ownership interest if that gain or loss would be reclassified to profit or
loss on the disposal of the related assets or liabilities.

When a group entity transacts with a joint venture of the Group, profits
and losses resulting from the transactions with the joint venture are
recognised in the Group’s consolidated financial statements only to the
extent of interest in the joint venture that are not related to the Group.

Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable. Revenue is reduced for estimated customer returns, rebates
and other similar allowances.

Revenue is recognised when the amount of revenue can be reliably
measured; when it is probable that future economic benefits will flow
to the Group and when specific criteria have been met for each of the
Group's activities, as described below.

Revenue from sale of properties in the ordinary course of business
is recognised when the respective properties have been completed
and delivered to the buyers. Deposits and instalments received from
purchasers prior to meeting the above criteria for revenue recognition
are included in the consolidated statement of financial position under
current liabilities.

Revenue from hotel operation is recognised when the relevant services
are provided. Property management fee income and other service
income are recognised in profit or loss when the services are rendered.

Dividend income from investments is recognised when the rights to
receive payment have been established.

Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the
rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount on
initial recognition.

The Group’s policy for recognition of revenue from operating leases is
described in the accounting policy for leasing below.
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Investment properties

Investment properties are properties held to earn rentals and/or for
capital appreciation (including properties under construction for such
purposes).

Investment properties are initially measured at cost, including any
directly attributable expenditure. Cost incurred for investment properties
under development comprises development expenditure including
professional charges directly attributable to the development and
borrowing costs, and these costs are capitalised as part of the carrying
amount of the investment properties under development during the
development period.

Subsequent to initial recognition, investment properties, including
completed investment properties and investment properties under
development, are measured at their fair values. Gains or losses arising
from changes in the fair value of investment properties are included in
profit or loss for the period in which they arise.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use or no future
economic benefits are expected from the disposal. Any gain or loss
arising on derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset)
is included in the profit or loss in the period in which the property is
derecognised.

Property, plant and equipment

Property, plant and equipment, other than freehold land and construction
in progress, are stated in the consolidated statement of financial position
at cost, less subsequent accumulated depreciation and subsequent
accumulated impairment losses, if any.

Construction in progress including property, plant and equipment in the
course of construction for production, supply or administrative purposes
and freehold land are carried at cost, less any recognised impairment
loss. Costs include professional fees and, for qualifying assets, borrowing
costs capitalised in accordance with the Group’s accounting policy.
Construction in progress is classified to the appropriate categories of
property, plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as other property
assets, commences when the assets are ready for their intended use.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

FESHBEE#®)
BEmE

REMERRRBAS KX EAIEEFFHNY
X (BREZERENEEDE) -

REMERRANME(BBEENEERGLER)ET
REtE - ERRTPREMEELZKABEREER
EHEEXERREERASRRAN  ZERAN
REZEHRENMEAERTREMXEREN

e

RYIRERE - REVE(BEE RIREWELE
RFREMFE)DIRERAABENE - REMEAR
BEZSMELE 2 BEREE BN ARER

BREMENEHERRRREMEKADAER R
TEHIEL 66 1 & 2 A (AT OR RSB ) 22 B T DA B
HERR - WERFERZ Y FAESE 2 E e e (G
HRHEMBIRFRAZEERMER 2ZR)N
ZOFEEMERTER 2 & HEt A8

ME - BEERE(BHT KARELBRAERT
1) RERA MISRR MR A AR 1% REHTE K
Rt ERE(A)FIER -

ME BELREBEEFTNEZTOAEZTR(EE
B HESRITHAS) Kok A EE TR AR E
MEERREBRIE KABERERER Uk
HRABREEMS  REKENSHABERBEEAR
AR B R o 7R3 TAZM Se ik K AT {5k E AR (8
HOREHEENRR - REEEREMDEEED
MHREE - FERIERE SR RRITE -



Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (contd)
Property, plant and equipment (Cont'd)

Depreciation is recognised so as to write off the cost of assets (other than
freehold land and construction in progress) less their residual values over
their estimated useful lives, using the straight-line method. The estimated
useful lives, residual values and depreciation method are reviewed at the
end of each reporting period, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of property, plant and equipment is derecognised upon disposal
or when no future economic benefits are expected to arise from the
continued use of the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying amount of
the asset and is recognised in profit or loss.

Properties under development for sale

Properties under development which are intended to be held for sale are
carried at lower of cost and net realisable value and are shown as current
assets. Cost includes the costs of land (including relocation costs),
development expenditure incurred and, where appropriate, borrowing
costs capitalised during construction period. Net realisable value is
determined based on prevailing market conditions.

Properties under development for sales are transferred to properties held
for sale upon completion of development activities, which is when the
relevant completion certificates are issued by the respective government
authorities.

Properties held for sale

Properties held for sale are stated at the lower of cost and net realisable
value. Cost is determined by apportionment of the total land and
development costs attributable to the properties held for sale. Net
realisable value is determined based on prevailing market conditions.

Where there is a transfer from properties held for sale to investment
properties that are carried at fair value, the difference between the fair
value of the property at that date and its carrying amount is recognised
in profit or loss.
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Other inventories

Other inventories comprising consumable stores for own consumption
which are initially recognised at cost, and subsequently at the lower
of cost and net realisable value. Cost is calculated using the weighted
average method.

Impairment on tangible assets other than goodwill (see the accounting
policy in respect of goodwill above)

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible assets to determine whether there is any
indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the relevant asset is
estimated in order to determine the extent of the impairment loss, if any.

When it is not possible to estimate the recoverable amount of an asset
individually, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or otherwise they are
allocated to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and
the risks specific to the asset (or a cash-generating unit) for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of the
asset (or a cash-generating unit) is reduced to its recoverable amount.
In allocating the impairment loss, the impairment loss is allocated first
to reduce the carrying amount of any goodwill (if applicable) and then
to the other assets on a pro-rata basis based on the carrying amount of
each asset in the unit. The carrying amount of an asset is not reduced
below the highest of its fair value less costs of disposal (if measurable),
its value in use (if determinable) and zero. The amount of the impairment
loss that would otherwise have been allocated to the assets is allocated
pro rata to the other assets of the unit. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of
the asset (or cash-generating unit) is increased to the revised estimate of
its recoverable amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been determined had
no impairment loss been recognised for the asset (or a cash-generating
unit) in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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For the year ended 31 December 2017
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Financial instruments

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities (other than financial
assets or financial liabilities at fair value through profit or loss) are added
to or deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets, or financial liabilities at
fair value through profit or loss are recognised immediately in profit or
loss.

Financial assets

Financial assets are classified as financial assets at fair value through
profit or loss (“FVTPL”), available-for-sale (“AFS”) financial assets
and loans and receivables. The classification depends on the nature
and purpose of the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or
convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a debt instrument and of allocating interest income over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees and points
paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through the
expected life of the debt instrument, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for debt
instruments.
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Financial instruments (Cont'd)
Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial asset is
held for trading.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of selling in the
near term; or

o on initial recognition it is a part of a portfolio of identified financial
instruments that the Group manages together and has a recent
actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as a hedging
instrument.

Financial assets at FVTPL are stated at fair value, with any gains or losses
arising on remeasurement recognised in profit or loss. The net gain or
loss recognised in profit or loss includes any dividend or interest earned
on the financial assets.

AFS financial assets

AFS financial assets are non-derivatives that are either designated as
available-for-sale or are not classified as (a) loans and receivables, (b)
held-to-maturity investments or (c) financial assets at FVTPL.

Equity securities held by the Group that are classified as AFS financial
assets are measured at fair value at the end of each reporting period.
Dividends on AFS equity investments are recognised in profit or loss
when the Group’s right to receive the dividends is established. Other
changes in the carrying amount of AFS financial assets are recognised
in other comprehensive income and accumulated under the heading
of investment revaluation reserve. When the investment is disposed or
is determined to be impaired, the cumulative gain or loss previously
accumulated in the investment revaluation reserve is reclassified to profit
or loss.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017
HET—+F+-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (conta)
Financial instruments (Cont'd)

Financial assets (Cont'd)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including
amount due from a joint venture, accounts and other receivables,
restricted bank deposits and bank balances and cash) are measured at
amortised cost using the effective interest method, less any impairment.

Interest income is recognised by applying the effective interest rate,
except for short-term receivables where the recognition of interest would
be immaterial.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators
of impairment at the end of each reporting period. Financial assets are
considered to be impaired when there is objective evidence that, as a
result of one or more events that occurred after the initial recognition of
the financial asset, the estimated future cash flows of the financial assets
have been affected.

For AFS equity investments, a significant or prolonged decline in the fair
value of the security below its cost is considered to be objective evidence
of impairment.

For other financial assets, objective evidence of impairment could
include:

o significant financial difficulty of the issuer or counterparty; or

. breach of contract, such as default or delinquency in interest and
principal payments; or

o it becoming probable that the borrower will enter bankruptcy or
financial re-organisation.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash flows
discounted at the financial asset’s original effective interest rate.
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (conta)
Financial instruments (Cont'd)

Financial assets (Cont'd)

Impairment of financial assets (Cont'd)

The carrying amount of the financial asset is reduced by the impairment
loss directly for all financial assets with the exception of accounts
receivable, where the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When an account receivable is
considered uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are credited to
profit or loss.

When an AFS financial asset is considered to be impaired, cumulative
gains or losses previously recognised in other comprehensive income are
reclassified to profit or loss in the period.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount of the
investment at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment not been
recognised.

In respect of AFS equity investments, impairment losses previously
recognised in profit or loss are not reversed through profit or loss. Any
increase in fair value subsequent to an impairment loss is recognised
in other comprehensive income and accumulated under the heading of
investment revaluation reserve.

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified as
either financial liabilities or as equity in accordance with the substance
of the contractual arrangements and the definitions of a financial liability
and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest
in the assets of an entity after deducting all of its liabilities. Equity
instruments issued by the Group are recognised at the proceeds
received, net of direct issue costs.

A financial instrument issued by a group entity, which all of the entities in
the Group have no contractual obligation to deliver cash or other financial
assets to the holders or to exchange financial assets or financial liabilities
with the holders under conditions that are potentially unfavourable to
the Group, is classified as an equity instrument and is initially recorded
at the proceeds received. Convertible preference shares issued by the
Company that have the above characteristics are classified as equity
instruments.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017
HET—+F+-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (contd)
Financial instruments (Cont'd)

Financial liabilities and equity instruments (Cont'd)
Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial liability and of allocating interest expense over the
relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments (including all fees and
points paid or received that form an integral part of effective interest
rate, transaction costs and other premiums or discounts) through the
expected life of the financial liability, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.
Financial liabilities at amortised cost

Financial liabilities including accounts and other payables, borrowings,
liability component of convertible bonds and senior notes and bond are
subsequently measured at amortised cost, using the effective interest
method.

Convertible bonds containing debt and derivative components

A conversion option that will be settled other than by the exchange of a
fixed amount of cash or another financial asset for a fixed number of the
Group'’s own equity instruments is a conversion option derivative.

At the date of issue, both the debt component and derivative component
are recognised at fair value. In subsequent periods, the debt component
of the convertible bonds is carried at amortised cost using the effective
interest method. The derivative component is measured at fair value with
changes in fair value recognised in profit or loss.

Transaction costs that relate to the issue of the convertible bonds are
allocated to the debt and derivative components in proportion to their
relative fair values. Transaction costs relating to the derivative component
are charged to profit or loss immediately. Transaction costs relating to
the debt component are included in the carrying amount of the debt
portion and amortised over the period of the convertible bonds using the
effective interest method.
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Financial instruments (Cont'd)

Financial liabilities and equity instruments (Cont'd)
Senior notes and bond

Senior notes issued by the Group that contain both liability and early
redemption option (which is not closely related to the host contract) are
classified separately into respective items on initial recognition. At the
date of issue, both the liability and early redemption option components
are recognised at fair value.

Bond issued by the Group that contains both liability and interest
rate adjustments (which is closely related to the host contract) is
not separated into host contract and embedded derivative on initial
recognition. At the date of issue, the bond is recognised at fair value.

In subsequent periods, the liability components of the senior notes and
bond are carried at amortised cost using effective interest method. The
early redemption option of senior notes is measured at fair value with
changes in fair value recognised in profit or loss.

Transaction costs that related to the issue of the senior notes and bond
are included in the carrying amount of the senior notes and bond
and amortised over the period of the senior notes and bond using the
effective interest method.

Derivatives financial instruments

Derivatives are initially recognised at fair value at the date when
derivative contracts are entered into and are subsequently remeasured
to their fair value at the end of the reporting period. The resulting gain
or loss is recognised in profit or loss immediately unless the derivative
is designated and effective as hedging instrument, in which event the
timing of the recognition in profit or loss depends on the nature of the
hedge relationship.

Embedded derivatives

Derivatives embedded in non-derivative host contracts are treated as
separate derivatives when they meet the definition of a derivative, their
risks and characteristics are not closely related to those of the host
contracts and the host contracts are not measured at FVTPL. Generally,
multiple embedded derivatives in a single instrument are treated as a
single compound embedded derivative unless those derivatives related
to different risk exposures and are readily separable and independent of
each other.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (conta)
Financial instruments (Cont'd)

Embedded derivatives (Cont'd)

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Financial guarantee contracts issued by the Group are initially measured
at their fair values and, if not designated as at FVTPL, are subsequently
measured at the higher of:

(i) the amount of obligation under the contract, as determined in
accordance with HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets; and

(i)  the amount initially recognised less, where appropriate, cumulative
amortisation recognised over the guarantee period.

Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that had been
recognised in other comprehensive income and accumulated in equity is
recognised in profit or loss.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or have expired.
The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised in
profit or loss.

Leasing

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee.
All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised in profit or loss on a
straight-line basis over the term of the relevant lease.
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Leasing (Cont'd)
The Group as lessee

Operating lease payments are recognised as an expense on a straight-
line basis over the lease term.

Leasehold land and building

When the Group makes payments for a property interest which includes
both leasehold land and building elements, the Group assesses the
classification of each element separately based on the assessment as to
whether substantially all the risks and rewards incidental to ownership of
each element have been transferred to the Group, unless it is clear that
both elements are operating leases in which case the entire property is
accounted as an operating lease. Specifically, the entire consideration
(including any lump-sum upfront payments) are allocated between the
leasehold land and the building elements in proportion to the relative
fair values of the leasehold interests in the land element and building
element at initial recognition.

To the extent the allocation of the relevant payments can be made
reliably, interest in leasehold land that is accounted for as an operating
lease is presented as “prepaid lease payments” in the consolidated
statement of financial position and is amortised over the lease term on
a straight-line basis except for those that are classified and accounted
for as investment properties under the fair value model. When the lease
payments cannot be allocated reliably between the leasehold land and
building elements, the entire property is generally classified as if the
leasehold land is under finance lease.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale,
are added to the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in
which they are incurred.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017
HET—+F+-A=1+—HItFE

SIGNIFICANT ACCOUNTING POLICIES (contd)
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recognised at the rates of exchanges prevailing
on the dates of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated at the
rates prevailing at that date. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and
on the retranslation of monetary items, are recognised in profit or loss
in the period in which they arise, except for exchange differences on
monetary items receivable from or payable to a foreign operation for
which settlement is neither planned nor likely to occur (therefore forming
part of the net investment in the foreign operation), which are recognised
initially in other comprehensive income and reclassified from equity to
profit or loss on disposal of the foreign operation.

For the purposes of presenting the consolidated financial statements, the
assets and liabilities of the Group’s foreign operations are translated into
the presentation currency of the Group (i.e. Renminbi) using exchange
rates prevailing at the end of each reporting period. Income and expense
items are translated at the average exchange rates for the period, unless
exchange rates fluctuate significantly during that period, in which
case, the exchange rates prevailing at the dates of the transactions
are used. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under the heading of
exchange reserve attributed to non-controlling interests as appropriate.

On the disposal of a foreign operation (i.e. a disposal of the Group's
entire interest in a foreign operation, or a disposal involving loss of
control over a subsidiary that includes a foreign operation), all of the
exchange differences accumulated in equity in respect of that operation
attributable to the owners of the Company are reclassified to profit or
loss.

In addition, in relation to a partial disposal of a subsidiary that does not
result in the Group losing control over the subsidiary, the proportionate
share of accumulated exchange differences are re-attributed to non-
controlling interests and are not recognised in profit or loss.
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Notes to the Consolidated Financial Statements
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SIGNIFICANT ACCOUNTING POLICIES (contd)
Equity-settled share-based payment transactions
Share options granted to employees

Equity-settled share-based payments to employees and others providing
similar services are measured at the fair value of the equity instrument at
the grant date.

The fair value of the equity-settled share-based payments determined at
the grant date without taking into consideration all non-market vesting
conditions is expensed on a straight-line basis over the vesting period,
based on the Group’s estimate of equity instruments that will eventually
vest, with a corresponding increase in share option reserve.

At the end of each reporting period, the Group revises its estimate of the
number of equity instruments expected to vest based on assessment of
all relevant non-market vesting conditions. The impact of the revision
of the original estimates, if any, is recognised in profit or loss such that
cumulative expense reflects the revised estimate, with a corresponding
adjustment to share option reserve.

When share options are exercised, the amount previously recognised
in share option reserve will be transferred to share premium. When the
share options are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in share option
reserve will be transferred to retained profits.

Retirement benefit costs

Payments to defined contribution retirement benefit plans, including
state-managed retirement benefit scheme and the Mandatory Provident
Fund Scheme, are recognised as an expense when employees have
rendered service entitling them to the contributions.

Taxation

Income tax expense represents the sum of the tax currently payable and
deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from “profit before tax” as reported in the consolidated
statement of profit or loss because of income or expense that are
taxable or deductible in other years and items that are never taxable or
deductible. The Group’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the end of the
reporting period.
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For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

SIGNIFICANT ACCOUNTING POLICIES (cont'd)
Taxation (Cont'd)

Deferred tax is recognised on temporary differences between the carrying
amounts of assets and liabilities in the consolidated financial statements
and the corresponding tax bases used in the computation of taxable
profit. Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are generally recognised for
all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporary
differences can be utilised. Such deferred tax assets and liabilities are
not recognised if the temporary difference arises from goodwill or from
the initial recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither the taxable profit
nor the accounting profit. In addition, deferred tax liabilities are not
recognised if the temporary difference arises from the initial recognition
of goodwill.

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries and interests in joint
ventures, except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary difference
will not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with such investments
and interests are only recognised to the extent that it is probable that
there will be sufficient taxable profits against which to utilise the benefits
of the temporary differences and they are expected to reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each
reporting period and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply in the period in which the liability is settled or the asset
is realised, based on tax rate (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.
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SIGNIFICANT ACCOUNTING POLICIES (cont'a)
Taxation (Cont'd)

For the purposes of measuring deferred tax liabilities for investment
properties that are measured using the fair value model, the carrying
amounts of such properties are presumed to be recovered entirely
through sale, unless the presumption is rebutted. The presumption is
rebutted when the investment property is depreciable and is held within
a business model whose objective is to consume substantially all of the
economic benefits embodied in the investment property over time, rather
than through sale.

Current and deferred tax are recognised in profit or loss, except when
they relate to items that are recognised in other comprehensive income
or directly in equity, in which case, the current and deferred tax are
also recognised in other comprehensive income or directly in equity
respectively.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies which are
described in note 3, the directors of the Company are required to make
judgements, estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other sources.
The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in
the period of the revision and future periods if the revision affects both
current and future periods.

Critical judgements in applying accounting policies

The following are the critical judgements, apart from those involving
estimations (see below), that the directors of the Company have made
in the process of applying the Group’s accounting policies and that have
the most significant effect on the amounts recognised in the consolidated
financial statements.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (contd)

Critical judgements in applying accounting policies (Cont’d)
Deferred taxation on investment properties

For the purposes of measuring deferred tax liabilities or deferred tax assets
arising from investment properties that are measured using the fair value
model, the directors of the Company have determined that certain of
the Group'’s investment properties as at 31 December 2017 amounting
to RMB12,632,999,000 (2016: RMB12,181,246,000) situated in the
People’s Republic of China (the “PRC”) are held under a business model
whose objective is to consume substantially all of the economic benefits
embodied in the investment properties over time, rather than through
sale. The presumption that the carrying amounts of certain of the
Group'’s investment properties situated in the PRC are recovered entirely
through sale has been rebutted and the deferred tax on the changes in
fair value of these investment properties is recognised according to the
relevant tax rules. For remaining investment properties amounting to
RMB7,017,678,000 (2016: RMB45,771,000), the presumption that the
carrying amounts of these investment properties measured using fair
value model were recovered entirely through sales was not rebutted.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that may have a
significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are discussed
below.

Income tax

The Group is subject to income tax in various jurisdictions. Significant
judgement is required in determining the amount of the provision of tax
and the timing of payment of the related taxation. Where the final tax
outcome is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in
periods in which such determinations are made.

The Group is subject to LAT in the PRC. However, the implementation
and settlement of this tax varies among various tax jurisdictions in cities
of the PRC, and the Group has not finalised certain LAT calculations and
payments with local tax authorities in the PRC. Accordingly, significant
judgement is required in determining the amount on the appreciation
of land value and its related LAT. The Group recognised LAT based on
the management’s best estimates according to the understanding of
the tax rules, which are determined by the appreciation of land value.
The amount of the land appreciation is determined with reference
to estimated proceeds of the sales of properties less the estimated
deductible expenditures, including the cost of land use rights and all
property development expenditures.
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (contd)

Key sources of estimation uncertainty (Cont'd)
Income tax (Cont'd)

During the year, the Group incurred LAT of RMB228,502,000 (2016:
RMB694,855,000) which was charged to the consolidated statement
of profit or loss as income tax expense. The directors of the Company
considered the amount charged to the consolidated statement of profit or
loss to be adequate as this is calculated according to the method which
is in compliance with the existing rules and interpretation of LAT.

As at 31 December 2017, a deferred tax asset of RMB28,350,000 (2016:
RMB23,165,000) in relation to unused tax losses has been recognised in
the Group’s consolidated statement of financial position. No deferred tax
asset has been recognised in respect of tax losses of RMB198,810,000
(2016: RMB154,998,000) as it is not probable that taxable profit
will be available due to the unpredictability of future profit streams.
The realisability of the deferred tax asset mainly depends on whether
sufficient future profits or taxable temporary differences will be available
in the future. In cases where the actual future profits generated are more
than expected, additional recognition of deferred tax assets may arise,
which would be recognised in the consolidated statement of profit or loss
for the period in which it takes place.

Valuation of investment properties

Investment properties with the aggregate carrying amount as at 31
December 2017 of RMB19,650,677,000 (2016: RMB12,227,017,000)
are stated at fair value based on the valuation performed by independent
professional valuers. The fair value of the investment properties was
determined by reference to valuations conducted on these properties
by an independent firm of property valuers using property valuation
techniques which involve certain assumptions. Changes in assumptions
may result in changes in the fair value of the Group’s investment
properties which are reported in the consolidated statement of profit or
loss and affect the carrying amount of these properties included in the
consolidated statement of financial position.

Information about valuation techniques, inputs and key assumptions
used in the determination of the fair value of investment properties is
disclosed in note 13.

Assessment of net realisable value of properties held for sale and
properties under development for sale

The directors of the Company determine the net realisable value
of completed properties held for sale with carrying amount of
RMB729,206,000 (2016: RMB1,556,050,000) by using prevailing
market data such as most recent sale transactions.
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For the year ended 31 December 2017
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (contd)

Key sources of estimation uncertainty (Cont'd)

Assessment of net realisable value of properties held for sale and
properties under development for sale (Cont'd)

The assessment of directors of the Company on net realisable value
of properties under development for sale with carrying amount of
RMB5,621,635,000 (2016: RMB3,977,425,000) requires the estimates
of future cash flows to be derived from these properties. These estimates
require judgement as to the anticipated sale prices by reference to
recent sales transactions in nearby locations, marketing costs (including
price discounts required to stimulate sales) and the expected costs to
completion of properties, the legal and regulatory framework and general
market conditions.

The Group had not recognised any impairment loss for the year ended
31 December 2017 (2016: recognised an impairment loss amounting to
RMB20,506,000), which was included in cost of sales. Where there is
any decrease in the estimated selling prices arising from any changes to
the property market conditions, a further loss will be recognised on the
properties held for sale and properties under development for sale.

REVENUE AND SEGMENT INFORMATION

Revenue represents the income from property development, property
leasing and provision of comprehensive services, net of business tax and
other sales related taxes and after deduction of any trade discounts.

An analysis of the Group’s revenue for the year is as follows:
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2017 2016

—E—+tF —ZE—RF

RMB’000 RMB’000

ARETR ARETT

Sales of properties MEHE 2,114,289 3,956,426

Rental income eI A 498,295 430,205
Revenue from hotel operation, property KEBEES  MESERS

management service and others N E A Ay as 355,167 203,531

2,967,751 4,590,162

In identifying its operating segments, the executive directors of the
Company, being the chief operating decision makers, generally follow the
Group's service lines, which represent the main products and services
provided by the Group. The Group has identified the following reportable
segments under HKFRS 8:

- Property development and sales: sales of properties

- Commercial property investment and operations: lease of
commercial properties, office premises and car parks

- Comprehensive services: hotel operation, property management
service and others

Each of these operating segments is managed separately as each of
these products and service lines requires different resources as well as
marketing approaches.
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5. REVENUE AND SEGMENT INFORMATION (conta)
Segment revenue and results

The following is an analysis of the Group’s revenue and results by
operating and reportable segment:

For the year ended 31 December 2017

For the year ended 31 December 2017
HE_T—+H+_A=1—HUFE
5. WEkIBEER®
PR REE

AT RAEEREERAIZHRD B\ MR R EEN
DT

HE—_E—F+FEF_H=+—HIFE

Commercial
Property property
development investment ~ Comprehensive
and sales  and operations services Total
L E [EE2/ES
R#HE RERKE SERY 5t
RMB’000 RMB’000 RMB’000 RMB’000

ARBT T AR ARBT R ARBTR

Revenue: Wz -

From external customers REINFEF 2,114,289 498,295 355,167 2,967,751
Inter-segment revenue vaElales - 9,607 9,510 19,117
Total segment revenue PR REARE 2,114,289 507,902 364,677 2,986,868
Reportable segment profit A 2{ A B|EF 1,374,457 429,444 133,988 1,937,889

For the year ended 31 December 2016

B2 —ZE—NF+_HA=1+—HIFE

Commercial
Property property
development investment Comprehensive
and sales and operations services Total
RIHE REmEKE iRE R st
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARETT ARETT ARETET

Revenue: Wz

From external customers REIMNDEF 3,956,426 430,205 203,531 4,590,162
Inter-segment revenue DR = 9,483 10,013 19,496
Total segment revenue DB EE 3,956,426 439,688 213,544 4,609,658
Reportable segment profit A2/ B|ER 1,859,142 366,566 70,245 2,295,953

Inter-segment sales are at mutually agreed terms.
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5. REVENUE AND SEGMENT INFORMATION (cont) 5. WERISBEER®
Reconciliations of reportable segment revenue, profit or loss iRED B G - B2 HIR
The Group does not allocate fair value changes on investment properties, AEETEREBLERREHERSELRRT
other income, other gains and losses, depreciation, finance costs, share MR EMEA L BEEZE - bl - Ak
of results of joint ventures, fair value changes on derivative financial mREE - TE REKAN - BhEeERaZEE
instruments and corporate expenses to individual reportable segment ESBRTIENAARBEZHRCERISIRES
profit or loss for the purposes of resource allocation and performance NA2WAEZEEA o

assessment by the chief operating decision makers.

The accounting policies adopted in preparing the reportable segment MREIT] 23D EE KT IR AN 2 & 5 BUR BN & F Kt
information are the same as the Group’s accounting policies described in FESFTILE AT R AR R ©
note 3.
2017 2016
—E—tHF —E—RF
RMB’000 RMB’000
AR¥T T ARETT
Revenue g
Reportable segment revenue Al 2|y Bk 2,986,868 4,609,658
Elimination of inter-segment revenue D RIS (19,117) (19,496)
Consolidated revenue A WS 2,967,751 4,590,162
Profit BF
Reportable segment profit AI2H/DLAEF] 1,937,889 2,295,953
Fair value changes on investment properties REMENRREBES 478,423 247,498
Other income, other gains and losses HiWA ~ Eflzs REE 121,640 108,448
Depreciation e (35,331) (39,934)
Finance costs RBhE AR (613,592) (406,500)
Share of results of joint ventures BREERRIFEEA (93) 9
Fair value changes on derivative financial TESBMTEAENARBEES
instruments 2,373 15,022
Corporate expenses NAEIFAXZ (393,935) (367,055)
Consolidated profit before tax MR R4S B F 1,497,374 1,853,423
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REVENUE AND SEGMENT INFORMATION (conta)

Segment assets and liabilities

The following is an analysis of the Group’s assets by reportable and
operating segment, no liabilities are presented as the information is
not reportable to the chief operating decision makers in the resource
allocation and assessment of performance:

For the year ended 31 December 2017
HE_T—+H+_A=1—HUFE
WERDEER #)
PEEEREE
NTAAEBERAIMEREELEDENEESN - B

RNBARERSERFEEENTIRLERKEZ
Hafd R\ 25ZEER

Segment assets DEREE
2017 2016
—E—tF —T—RF
RMB’000 RMB’000
AR¥TT ARETT
Assets EE
Property development and sales YEZEKREE 8,169,519 5,758,178
Commercial property investment and operations B2 %% & L& 19,651,457 12,227,872
Comprehensive services iRE BRTS 309,787 373,570
Reportable segment assets ARESBEE 28,130,763 18,359,620
Goodwill R 231,602 231,602
Available-for-sale investments and other financial AJ4tHE1%E kK Hih S gh&E
assets 594,259 761,048
Bank balances and cash (including restricted RITAESBRRIR £ (BIEX R EIERITFR)
bank deposits) 6,092,684 4,531,236
Deferred tax assets EEFIBEE 175,201 190,151
Interests in joint ventures and amount due from a A& & A B RIEK — &L AT
joint venture HFIE 528,391 528,384
Corporate assets NAEIEE 1,043,920 1,322,477
Consolidated total assets REBEE 36,796,820 25,924,518

For the purpose of monitoring segment performance and allocating
resources between segments, all assets are allocated to operating
segments other than goodwill, available-for-sale investments and other
financial assets, bank balances and cash (including restricted bank
deposits), deferred tax assets, interests in joint ventures and amount due
from a joint venture, and corporate assets.
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For the year ended 31 December 2017
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REVENUE AND SEGMENT INFORMATION (conta)
Geographical information

The Group’s operations are located on the PRC, Hong Kong, United
States of America (the “USA”) and the Kingdom of Cambodia
(“Cambodia”). All revenue from external customers are generated from
the PRC for the years ended 31 December 2017 and 2016. Information
about the Group’s non-current assets is presented based on the
geographical location of the assets.

e VI HRAR MR

WEkoBEER =)
HWBER

AEENEBLNTE B ZHRARE( %
BOERBEIE(RBE]D) - BE_T—LFRK
TE-RFTZA=T—RHIEFE - PABRBEINES
BEFHMWESRETE - ARENERBEEER
REEMMBAEZT -

2017 2016

—E—+F —E—RF

RMB’000 RMB’000

AREF AREF T

PRC i 14,430,979 13,035,440
Hong Kong B 6,995,524 223,714
USA ESE 146,796 157,211
Cambodia SR iR 229,640 -
21,802,939 13,416,365

Note: Non-current assets excluded goodwill, available-for-sale investments and
deferred tax assets.

No major customers contributed over 10% of the total sales of the Group
for the years ended 31 December 2017 and 2016.

OTHER INCOME, OTHER GAINS AND LOSSES

Kret - JERBEETEERE  AJHEEREEEHRE

BE_T—tFR_F-A"FtZA=1—HLHF
W BRFBREFEAREBHERRL10% -

Hl A ~ Hitlm REE

2017 2016

—E—tF —E—RF

RMB’000 RMB’000

AR¥T T ARETIT

Interest income AMEWA 31,022 30,663

Investment income from other financial assets REEMESRHEEMRERA 5,446 1,434

Dividend income & B WA 12,050 -

Gain on disposal of a subsidiary (note 36) & — R E A AUk s (A17E36) = 18,340

Gain on disposal of property, plant and equipment &Y% « BKE & BEH K 233 1,554

Gain on disposal of investment properties HEIREERN W 2,306 4,968

Foreign exchange loss, net bE 5B R F 5 (19,846) (7,859)

Recovery of other receivables written-off T8 0] L At AL R TR B £ 331 49,561

Write-down on other receivables R EL At FE U TR (3,210) -
Gain on disposal of a PRC property development &R B EERNUES (F:E)

right (note) 86,397 =

Others Hih 6,911 9,787

121,640 108,448

#2(FEIBEREERAR
- FFR



Notes to the Consolidated Financial Statements

e VI HRAR M

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

6. OTHER INCOME, OTHER GAINS AND LOSSES (contd) 6. HWA - Httlhs=mREE @

Note: The amount represents gain on disposal of the right of a property Mt : R BEEHE—BEY¥MAEEE ([ZEE DEMNZ
development project (the “Project”) which involved the fulfilment of lss - RS RERSE TRREN  BEERER
certain prerequisite conditions including negotiating with the inhabitants EEWESZIER 2 BRAEE - NEEDEKAE
and obtaining exclusive right to develop the Project and the Group has MER -BE_T—tF+_A=T—HILFE "
completed and fulfilled the relevant requirements. During the year ended AEER—BBYUE=FTLEEEZBEZERE
31 December 2017, the Project’s associated development right has been # - REXH A ARSI 623,000 FLLEEHE
sold to an independent third party at consideration of approximately W zs#) A R #86,397,0007T °
RMB89,623,000 and resulted in a gain on disposal of approximately
RMB86,397,000.

7. FINANCE COSTS 7. BERA
2017 2016
—E—+tF T —RF
RMB’000 RMB'000
AR¥TT AREFIT

Interest on: B :

Bank and other borrowings RITREMEE 545,452 550,825
Convertible bonds AR ES 107,299 13,258
Senior notes and bond BEZBRES 242,685 59,994

Less: Amount capitalised in investment properties & : EFA RIS EYE KRR

under development and properties under RFEYEENME SRR
development for sale * (281,844) (217,577)
613,592 406,500

*

The finance costs have been capitalised at rates ranging from 3.64% to
6.65% (2016: 4.16% to 8.95%) per annum.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

8.

e VI HRAR MR

PROFIT BEFORE TAX 8. KREAZEF
2017 2016
—ZT—tF ZERF
RMB’000 RMB’000
AR¥T T ARETFT
Profit before tax is arrived at after charging BRA AT BFI T A0 RR (FHA)
(crediting):
Cost of properties sold EHER KA 739,832 2,076,778
Impairment loss on properties held for sale FEMENRMEER = 20,506
Cost of properties held for sale recognised as REFRXNEFESERASN
expense 739,832 2,097,284
Depreciation of property, plant and equipment YIE -~ BE RRETE 35,444 39,966
Less: Amount capitalised in investment properties i : BRERREYE RERES
under development and properties under FEMEERNLOEE
development for sale (113) (32)
35,331 39,934
Gross rental income from investment properties R EYEFSHES WAL 498,295 430,205
Outgoings in respect of investment properties that BERAEEEERS KA L
generated rental income during the year FEYENFS (68,851) (63,639)
429,444 366,566
Operating lease charges in respect of land and BT EREFHRLEEEER
buildings 30,761 21,237
Reversal on impairment loss on accounts receivable [ BE k5 518 0] (82) (39)
Auditor’s remuneration ZEET < 2,612 2,569
Staff costs BTN
— Directors’ emoluments (note 10) —EEMe (FF10) 23,836 36,286
— Salaries and other benefits in kind — ¥ e REMBEYFIZ 212,174 170,218
— Equity-settled share-based payments — AR A LARR D S (SO 308 66,382 102,877
— Amount recognised as expense for retirement —ERBRKEN N AR EEE
benefit costs 19,844 12,548
Less: Amount capitalised in investment properties i : BRERREYERERES
under development and properties under FEMEBE RN LB
development for sale (58,652) (24,702)
263,584 297,227

#2(FEIBEREERAR
- FFR



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

INCOME TAX EXPENSE FRi8HB X
2017 2016
—E—tF ZERF
Notes RMB’000 RMB’000
Hiat ARETT ARETT
Current tax BNERTHIE
PRC EIT A B TSR
— Current year —RFE (a) 307,634 263,048
— Underprovision in prior year —BEFERETRE 14,163 8,466
321,797 271,514
PRC LAT AR R M (E R
— Current year —FE (b) 228,502 694,855
— Overprovision in prior year —BAFERERE (c) (224,516) (2,860)
3,986 691,995
Deferred taxation (note 18) EIERITE (f7E18) 133,028 81,248
Total income tax expense FriSfim s s 458,811 1,044,757
Notes: Bt

(a)

(b)

(c)

Under the Law of the People’s Republic of China on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiaries is 25% from 1 January 2008 onwards.

No Hong Kong Profits Tax has been provided for as the Group had no
estimated assessable profits for both years.

Under the Provisional Rules on LAT Implementation Rules of the PRC
implemented on 27 January 1995, all gains from the sales or transfer of
land use rights, buildings and their attached facilities in the PRC are subject
to LAT at progressive rates ranging from 30% to 60% on the appreciation
of land value, being the proceeds of sales of properties less deductible
expenditures including cost of land use rights and all property development
expenditures.

The amount includes overprovision of LAT of RMB223,922,000 in relation
to an urban redevelopment project in Shenzhen, the PRC. The Group has
recomputed the LAT provision based on the actual relocation compensation
to original inhabitants finalised during the year ended 31 December 2017.
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(c)
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R AAE BT R AR RS A s
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE—T

—tF T A=t—HLFE

INCOME TAX EXPENSE (cont«d)

The income tax expense for the year can be reconciled to the profit

e VI HRAR MR

9. FEHMAX®

RS R S AT B

B IEEKR AR A& A

before tax per the consolidated statement of profit or loss as follows: BRZAE :
2017 2016
—E—+F —E—RF
RMB’000 RMB’000
AR¥TR ARETTT
Profit before tax B BT &2 T 1,497,374 1,853,423
Tax at the PRC EIT at 25% (2016: 25%) 1205% Bl RS RF R
(ZZ—RF : 25%) 374,344 463,356
Tax effect of expenses not deductible for tax AR OB E
purposes 86,381 47,625
Tax effect of income not taxable for tax purposes — HH/BFRRIUL A HIFH 75 52 22 (50,325) (22,872)
Tax effect of temporary difference arising from KO IRFEIEINR B A =58
withholding tax for undistributed profits FTEENIERE 12,000 (64)
Tax effect of tax losses not recognised RERBRIBEREORETE 12,931 94,400
Utilisation of tax losses previously not recognised — Bh AR e BIRFER 2 BB K18 (1,978) (1,883)
Tax effect of deductible temporary differences not  RIERZ Al IR E b =58 2 i s 2
recognised 2,260 =
Utilisation of deductible temporary differences BN S ATARER 2 Al R s =58
previously not recognised - (58,562)
PRC LAT charge AR+ g E R S 3,986 691,995
Tax effect of PRC LAT charge AR B B E R S 2 RIS R 2 (997) (172,999)
Underprovision of PRC EIT in prior year, net BAEFEFPRHCEMSHBEETNTFE 14,163 8,466
Others Efh 6,046 (4,705)
Income tax expense for the year REEHEHAX 458,811 1,044,757

#2(FEIBEREERAR
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10. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS

(a) Directors’ emoluments

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

10. EEREENS

(a) E=E=Ee

The emoluments paid or payable to each of the 9 (2016: 9)

ENRENBR(ZE-RF 9% EEXAH

directors are as follows: EoFA FORNE
Equity-  Contributions
Salaries settled  to retirement
and share-based benefit
Fees allowance payments scheme Total
DURRELE
BUR43 X 44 RIKER
He HeRER OEE FHEMER et
Notes RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
HisE ARET R AR¥T R ARETR AR¥T R AR¥TR
2017 —B— i
Executive directors HITES
Ms. Huang Jingshu EmANET L+ - 2,369 1,325 118 3,812
Mr. Tang Shouchun BEELE (a) - 2,256 2,945 113 5,314
Mr. Ye Xingan HEZ g - 1,900 2,945 54 4,899
Ms. Deng Chengying B 2+ - 1,500 2,503 - 4,003
Mr. Huang Hao Yuan =R E (b) - 624 1,137 38 1,799
Mr. Chen Tieshen PREE B 4 (c) - 108 522 - 630
- 8,757 11,377 323 20,457
Independent non-executive JE IFEEITESE
directors
Mr. Zhu Jiusheng WIS AE 252 = 883 - 1,135
Mr. Wang Jing FakdcE 226 - 883 - 1,109
Ms. Hu Gin Ing HARR R 2t 252 - 883 - 1,135
730 - 2,649 - 3,379
730 8,757 14,026 323 23,836

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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Notes to the Consolidated Financial Statements
e e e R R

10. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (cont'd) 10. EEREEMES 2
(a) Directors’ emoluments (Cont'd) (a) EEME(HE)

Equity- Contributions

Salaries settled to retirement
and share-based benefit
Fees allowance payments scheme Total
VAR E
VAR X RRET
we - HekEi HFIR SHEIfR ot

Notes RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Hrez ARETT ARETT ARETT ARETT ARETT

2016 —E—RE
Executive directors HITES
Ms. Huang Jingshu EARET L L - 2,351 2,209 108 4,668
Mr. Tang Shouchun EEHELE (a) - 1,733 4,909 78 6,720
Mr. Ye Xingan T L = 1,900 4,909 48 6,857
Ms. Deng Chengying WA+ - 1,500 4,172 - 5,672
Mr. Chen Tieshen PR B ST (c) - 1,750 4,909 48 6,707
Mr. Yim Chun Leung  E#RsefeE (d) = 531 - 27 558
- 9,765 21,108 309 31,182
Independent non- BYFHITES
executive directors
Mr. Zhu Jiusheng MBS TE 237 - 1,473 - 1,710
Mr. Wang Jing TFaksE 211 - 1,473 - 1,684
Ms. Hu Gin Ing MLt 237 - 1,473 - 1,710
685 - 4,419 - 5,104
685 9,765 25,527 309 36,286
Notes: (a)  Appointed and acted as the Chief Executive Officer of the Mf3E © (a) BT —R"F=ZA=+—HEEZF
Company since 31 March 2016. WEARRBITEER
(b)  Appointed and acted as the Executive Director of the (b) BT tF_A-+—HEEZF
Company since 21 February 2017. WEARRBMITES -
(c) Acted as the Executive Director of the Company since 15 (c) BE-Z—NFRA+RABRIEAERRA
May 2014 and resigned on 21 February 2017. AMITES  WR=FT—+F=-A=
+—HEHE -
(d)  Acted as the Chief Executive Officer of the Company since 7 (d) BE-Z—NF+EAERABEAEARAR
July 2014 and resigned on 31 March 2016. THBE TR=T— R F=A=+
—BEHE -
No directors waived or agreed to waive any emoluments for the BHEZ—+FRFT-—RE+-_HA=+—H
years ended 31 December 2017 and 2016. IEFE  BEEEHREXRERETMAHE -
The executive directors’ emoluments shown above were for their ERFIIBITESNME AFEERNA R RA
services in connection with the management of the affairs of SEEREHIRMREHRM - ERATIEL
the Company and the Group. The independent non-executive FHTEENME DR REEERNRRESAHN
directors’ emoluments shown above were for their services as TRt 2 BRAGH) RN o

directors of the Company.

#2(FEIBEREERAR
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e VI HRAR M

10. DIRECTORS’ AND EMPLOYEES’ EMOLUMENTS (cont«d) 10.

(b)  Employees’ emoluments

The five highest paid employees of the Group during the year
included three directors (2016: three directors). Details of the
remuneration for the year of the remaining two (2016: two) highest
paid employees who are neither a director nor chief executive of
the Company are as follows:

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

EEREEME 2

) EEME
RERN  AEBERNSSHMES LSS - 0fF
SEEE(CTAF =8) AEEBRTH

F2(ZTB—RF : MB)LFARTESRNIEE
BITRABZ R=FMIES < FHHFBOT -

2017 2016

—E—tF —E—RF

RMB’000 RMB’000

AR¥T T ARETT

Salaries, allowance and benefits in kind HN - 2B R EYEF 3,500 3,500
Equity-settled share-based payments LA PR A 5 & DARR (9 2 A5 9 3k 5,794 8,780
Contributions to retirement benefit scheme B {REFIEH 242k 57 -
9,351 12,280

The number of the highest paid employees who are not the

NFETIMNEHBEZWHARBTEEZ R

directors of the Company whose remuneration fell within the BEE ABIAT -
followings bands is as follows:
2017 2016
—E—+tF =T F
Hong Kong Dollar (“HK$”) 5,000,001 to 5,000,001 T([Hx)E
HK$5,500,000 5,500,000/% 7T 2 -
HK$7,000,001 to HK$7,500,000 7,000,0018 7T =7,500,0007 7T = 2
2 2
11. DIVIDENDS 11. RE
2017 2016
—E—tF —E—RK
RMB’000 RMB’000
AR¥TT ARBTT
Dividends recognised as distribution during the year: ~ ERBERADIKZRE
2016 Final dividend- HK5 cents (equivalent to ZE—RNERHERE — 5581
approximately RMB4.5 cents) (FHERHOARELSS) 211,211 -
2015 Final dividend- HK1 cent (equivalent to ZE-RFRERE— LB
approximately RMBO.8 cents) (HERHARK0.85) - 40,116
211,211 40,116

Subsequent to the end of the reporting period, a final dividend in respect
of the year ended 31 December 2017 of HK5 cents (equivalent to
approximately RMB4.15 cents) (2016: HK5 cents) per ordinary share of
the Company has been proposed by the directors of the Company and
is subject to approval by the shareholders in the forthcoming general
meeting.
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Notes to the Consolidated Financial Statements
e e e R R

12. EARNINGS PER SHARE 12. BRER
The calculation of the basic and diluted earnings per share attributable ARRRREESRERREERBANTIERATH
to the owners of the Company is based on the following data: BEE
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR¥T T ARKETTT
Earnings EZF
Earnings for the purposes of basic earnings per BRI ESRERRFINEF
share 1,035,392 802,297
Effect of dilutive potential earnings in respect of B EE R AN RIBR A
— Convertible bonds — Al AR E S 50,908 (3,013)
Earnings for the purposes of diluted earnings BT E#ERFNAT 1,086,300 799,284
2017 2016
—E—tF —E—RF
Number of shares 8k 2 E]
Weighted average number of ordinary shares of the FAREE G IRERZF|HAA T
Company for the purpose of basic earnings per I mAR N T 8K
share 4,693,739,778 4,693,582,792
Effect of dilutive potential ordinary shares in respect JE7E#458 LBAR B A TN S IR R
of
— Share options —BR RS 35,099,564 7,142,669
— Convertible bonds — Al AR E S 287,940,630 33,893,190
— Convertible preference shares — A HARRAB S AR 3,413,473,023 3,413,473,023
Weighted average number of ordinary shares of the FiztEFIEEZTIHIAAQ A
Company for the purpose of diluted earnings per &AL HIRE 98
share 8,430,252,995 8,148,091,674

#2(FEIBEREERAR
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13.

INVESTMENT PROPERTIES

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

13. REW=

Investment

properties

Completed under

investment development
properties at fair value Total

RAREE

EER ARZERE
REYE RIREYE #ast
RMB’000 RMB’000 RMB’000
ARETFT ARETT ARETT
At 1 January 2016 RZZE—R"F—H—H 11,076,417 897,035 11,973,452
Additions NE - 26,270 26,270
Disposals k== (20,203) — (20,203)

Increase in fair value recognised in profit or  RE2RHER 7 At BB
loss 218,039 29,459 247,498
At 31 December 2016 RZZE—ARF+=-A=+—H 11,274,253 952,764 12,227,017
Acquisition of subsidiaries (note 35 (a)) UREBHI B A 5] (A15£35(a)) - 6,586,892 6,586,892
Transfer from properties held for sale EEREEEYE 105,415 = 105,415
Additions NE - 286,079 286,079
Disposals anf(== (28,984) - (28,984)
Increase in fair value recognised in profit or RIS IERZ A BEEN

loss 273,905 204,518 478,423
Exchange adjustments BEE 5 28 = (4,165) (4,165)
At 31 December 2017 R_ZE—+F+=-_A=+—H 11,624,589 8,026,088 19,650,677

During the year ended 31 December 2017, unrealised gain arising
from an increase in fair value of investment properties amounting to
RMB478,423,000 (2016: RMB247,498,000) is recognised in profit or
loss.

All the completed investment properties are rented out under operating
leases or are held for capital appreciation purposes.

The fair values of the Group’s investment properties with aggregate
carrying value of RMB19,650,677,000 as at 31 December 2017 (2016:
RMB12,227,017,000) were arrived at on the basis of valuations carried
out on those dates by Jones Lang LaSalle Corporate Appraisal and
Advisory Limited, which is a firm of independent qualified professional
valuers not connected to the Group.
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For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

13.

INVESTMENT PROPERTIES (cont)

For completed investment properties, the valuations have been arrived
at using income capitalisation approach, where the market rentals
of all lettable units of the properties are assessed by reference to the
rentals achieved in the lettable units as well as other lettings of similar
properties in the neighbourhood. The capitalisation rate adopted is made
by reference to the yield rates observed by the valuer for the similar
properties in the locality and adjusted based on the valuers’ knowledge
of the factors specific to the respective properties.

For investment properties under development that are measured at fair
value, the valuations have been arrived at residual approach assuming
that the investment properties will be completed in accordance with
the development proposals and the relevant approvals for the proposals
have been obtained. The key inputs in the valuations include the market
value of the completed investment properties, which are estimated with
reference to sales evidence of similar properties in the nearest locality,
with adjustments made to account for differences in locations and
other factors specific to the respective properties based on the valuers’
judgement. Costs of development are also taken into account including
construction costs, finance costs and professional fees, as well as
developer’s profit margin which reflects the remaining risks associated
with the development of the properties at the valuation date and the
return that the developer would require for bringing them to completion
status, which is determined by the valuers based on its analyses of recent
land transactions and market value of similar completed properties in the
respective locations.

In estimating the fair value of the investment properties, the highest and
best use of the investment properties is their current use.

13.

e VI HRAR MR

BREWHE®)
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BRI AR Y15 - B R AR TH IR B (4 (B A ST 1A
TR S ARREBUE KW ETHEEND
HrimEsE

EFHREMEN DA EBER - REMEZ B AT A%
s RRERR o

#2(FEIBEREERAR
- FFR



Notes to the Consolidated Financial Statements

e VI HRAR M

13.

INVESTMENT PROPERTIES (contd)

For the year ended 31 December 2017
HEZ—+F+-A=1+—HItFE

13. REWEw)

The major inputs used in the fair value measurement of the Group’s RZBE—tFR_T—"F+ZA=+—H ' &&%
major investment properties as at 31 December 2017 and 2016 are set s E&iﬁ‘%%z/&ﬁ Fﬁﬁ+iﬁﬁﬁﬁ ZEEE AR
out below: BHENTX

Investment properties held Fair value  Valuation technique Relationship of unobservable

by the Group hierarchy and key inputs Significant unobservable inputs inputs to fair value Sensitivity

FEEREHRENE DABE HERER FTERTERAARE TUBREASESR HRE

2R IEBAHE DABEZBE

Completed investment properties

BREREMS

Completed investment properties, Level 3 Income Capitalisation Approach Capitalisation rate, taking into account ~ The higher the capitalisation A slight increase in the
including shopping malls, retail shops, the capitalisation of rental income rate, the lower the fair capitalisation rate used
commercial buildings, residential units The key inputs are: potential, nature of the property, value. would result in a significant
and carparks, located in the PRC (1) Capitalisation rate; and and prevailing market condition, decrease in fair value, and
with an aggregate carrying amount of (2) Monthly market rent. of a range from 2.0% t0 8.0% vice versa.
RMB11,624,589,000 (31.12.2016: (31.12.2016: from 1.5% t0 6.5%).

RMB11,274,253,000)

URPENETRRENE (AR E=&  WAARHEE @ﬁ&ﬁﬁkﬁi%kﬁﬁ mEN  EMCLEES - ArEES HREAMLEMERABE
ml - TEEE  BEET fF RERITR ﬁﬁkmiﬁ * e PRABEAERE R
Bl REf)  RESEAARE FEGAUENT : 20%18WM TAETZAZ 2T o
11,624,589,0007c( = — 7"+ = (1) ERELE R =R 15%26.5%)

A=1—H: AR%11,274,253,000 (2) 5 RH o

)
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Monthly market rent, taking into
account the completion date,
location, and individual factors,
such as frontage and size, between
the comparables and the property,
at a range from RMB6 to RMB600
(31.12.2016: from RMB9 to

RMB639) per square metre (“sqm”)
per month on gross floor area basis.

i ARG R B SR S
RZERTRH - 8 REEEEAN
RESRERER - NREREAE
EGRETHR(TAKR) AN
FARKOTEARKG00TL(=F
—AETZA=T-H: AR
TEARKE39T) °

The higher the monthly market A significant increase in the
rent, the higher the fair monthly market rent used
value. would result in a significant

increase in fair value, and
vice versa.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

e VI HRAR MR

HET—+F+-A=1+—HItFE
13. INVESTMENT PROPERTIES (conta) 13. REWE»)

Investment properties held Fair value Valuation technique Relationship of unohservable

hy the Group hierarchy  and key inputs Significant unobservable inputs inputs to fair value Sensitivity

FEERENRENE DEE HERER IEFTEERAYE TUBRRAHEE HRE

5 IEBAME RAEEZHE

Investment properties under development
that are measured at fair value

RONBEHEZRRTRENS

Investment properties under development,  Level 3 Residual Approach Gross development value on completion  The higher the gross A significant increase in gross
including shopping malls, located in basis, taking into account the development value, the development value used
the PRC with an aggregate carrying The key inputs are: estimated completion date, location, higher the fair value. would result in a significant
amount of RMB1,026,601,000 (1) Gross development value;  and individual factors, such as increase in fair value, and
(31.12.2016: RMB952,764,000) and frontage and size, between the vice versa.

(2) Developer's profit margin. ~ comparable and the property, of
RMB1,026,601,000 (31.12.2016:
RMB957,473,000).

RPN ERTRENE (B =R EEE REREESE AREERLHE LRYEESS  AAEEE FMREREEENELNNE
B  RESEAARE EEGEES B AL S ) BOABEKELN - R
1,026,601,0007(=F—~F+=A TEHAHENT - IRH B REEHANRES LR o
=+—H : AR%952,764,0007C) (1) BREEE: R RIERZAARE1,026,601,000

(2) REENEE - T(ZE—"EtZA=1+-R:

AE#957,473,0007T) ©

Developer's profit margin, taking into
account the comparable land
transactions and progress of the
property, of a 10%

(31.12.2016: 10%).

Wﬁ&?ﬁ%?i%x%&%%L
B REBHIEEAL0%(=F
AFETZAZT—H  10%) °

The higher the developer's A significant increase in
profit margin, the lower the developer's profit margin
fair value. used would resultin a

significant decrease in fair
value, and vice versa.

REBNEEER  ABE FAREEHER @ il
iy HRAREEARRS R
IR °

#2(FEIBEREERAR
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Notes to the Consolidated Financial Statements
BEUMBRRMEE

13. INVESTMENT PROPERTIES (conta) 13. REWHE»)

Investment properties held Fair value Valuation technique Relationship of unobservable

hy the Group hierarchy  and key inputs Significant unobservable inputs inputs to fair value Sensitivity

REERENRENE DAEE HERER FTEATERAARE TUBREARESR HRE

£ TERAYE DEEZBE

Investment properties under Level 3 Residual Approach Gross development value on completion  The higher the gross A significant increase in gross
development, including commercial basis, taking into account the development value, the development value used
building, located in Hong Kong with The key inputs are: estimated completion date, location, higher the fair value. would result in a significant
an aggregate carrying amount of (1) Gross development value; ~ and individual factors, such as increase in fair value, and
RMB6,770,790,000 (31.12.2016: and frontage and size, between the vice versa.
N/A) (2) Developer's profit margin. ~ comparable and the property, of

RMB9,194,900,000

(31.12.2016: N/A).

RREANERPRENE (B £ BEE REREEHE ARREESHR LRYEEENS AABEY FREREEEXELNHE
BXET) BEAEAARE AENENERANEE ERE B BRRBEKESN R
6,770,790,0007c( =2 —~E T TEGAIENT : IRH fUBREGHANRERS LR o
=+—H:TER) (1) BREEE: & XERZAARE9,194,900,000

() REAENEE - T(ZE—ETZA=T-R:
TER)
Developer's profit margin, taking into ~ The higher the developer's Assignificant increase in
account the comparable land profit margin, the lower the developer's profit margin
transactions and progress of the fair value. used would resultin a
property, of 10% significant decrease in fair
(31.12.2016: N/A). value, and vice versa.

EHEMELRTHRSRNEE  RESNERES MABE FRREENEEARENG
B REBNEZRI0%(Z2-  HE- BOABEARRS R
AETZAZT-R : AER) - LI °
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Notes to the Consolidated Financial Statements
e e e R R

13. INVESTMENT PROPERTIES (conta) 13. REWXE»)
Investment properties held Fair value Valuation technique Relationship of unohservable
hy the Group hierarchy  and key inputs Significant unobservable inputs inputs to fair value Sensitivity
FEERENRENE DEE HERER IEFTEERAYE TUBRRAHEE HRE
5 IEBAME RAEEZHE
Investment properties under Level 3 Residual Approach Gross development value on completion  The higher the gross A significant increase in gross
development, including commercial basis, taking into account the development value, the development value used
building, located in Cambodia with The key inputs are: estimated completion date, location, higher the fair value. would result in a significant
an aggregate carrying amount of (1) Gross development value;  and individual factors, such as increase in fair value, and
RMB228,697,000 (31.12.2016: N/A) and frontage and size, between the vice versa.
(2) Developer's profit margin. ~ comparable and the property, of
RMB457,394,000

(31.12.2016: N/A).

ARBROBRPRENE (R FZR BEE RSB BRERESHR  AREBEYR AABEY FRARTEEABEENGS
BERT) REAERARE TELBNFEIMER RAR B HOABEAREN R
228,697,000 (ZF~RFT=A= TEGARBMT : THE UEREABANRAES IR °
+—B : T&ER) (1) BREEE & ZBRZAARE457,394,0007

(2) FIEFEMEE - (CERETA=T-H: A
ER)

Developer's profit margin, taking into ~ The higher the developer's A significant increase in

account the comparable land profit margin, the lower the developer's profit margin
transactions and progress of the fair value. used would result in a
property, of a 18% significant decrease in fair
(31.12.2016: N/A). value, and vice versa.

EHARMELRHRGRMFE  REBHERES MAEBE FRREENEEARENG

B FAEEFERA18%(Z3— HIE o BAREEARRD R
~NETZR=1-R: TER) LI ©
There were no transfers in or out of Level 3 during both years. RREEER - E=FHAEEASEL -

#2(FEIBEREERAR
- FFR
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e VI HRAR M

14. PROPERTY, PLANT AND EQUIPMENT

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

14. 9% - BERRE

Computer
Leasehold Machinery software,
Freehold Hotel [and and and electronic furniture  Construction
land buildings buildings Leasehold Motor  equipment and in
inUSA inUSAinthe PRC improvements vehicles  and others fixtures progress Total
ZERA B PEEE BE HERET HHEERE
2Bt BEET IHRET  NEEB RE  RERAf GAREE  ABIR @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETr ARETr ARETR ARETr ARETR ARETR
00ST A
At 1 January 2016 W= \E—-A—-H - - 436,445 27,7110 15277 24,957 17,741 1,158 523,283
Bxchange adjustment E AR = = - - - 4) - - (4)
Additions NE - - 2,466 5999 4523 2833 2223 2,326 20,370
Disposals/written off HE /s - = (39,237) (478) = (434) (173) = (40,322)
At 31 December 2016 R=E—r"E+-A=1-H = - 399,674 33231 19,800 27352 19,791 3484 503,332
Exchange adjustment RS (8,208) (998) = (46) (25) = (132) = (9,409)
Additions NE 138,386 16,819 2,369 1,767 894 713 3274 186 164,468
Transfer upon completion Ak E:E - - - 3,002 - - - (3,002 -
Disposalsfwritten off HE /i - - - - (250) (216) (114) - (580)
At 31 December 2017 RZE—+E+-A=1-H 130,178 1581 402,043 37,954 20,419 27,909 22,819 668 657,811
DEPRECIATION e -
At 1 January 2016 RZE-—~E-f—-H - - 136,479 18,689 5,866 17,391 11441 - 189,866
Exchange adjustment ERAE = = - - - @ - - 4)
Provided for the year EERE - - 26,328 2,734 3824 4918 2,162 - 39,966
Eliminated on disposals/
written off & /HiiE e B8 - - (20,106) (182) - (358) (38) - (20,684)
At 31 December 2016 RZE-—ETZA=1-H = - 142,701 21,241 9,690 21947 13,565 - 209,144
Exchange adjustment e - (74) - - 2 - (11) - 87)
Provided for the year FERE = 2,362 18,091 7,791 3331 1,707 2162 = 35,444
Eliminated on disposals/
witten off E /M HE - - - - (238) (210) (113) = (561)
At 31 December 2017 RZE—+F+-A=1-H - 2,288 160,792 29,032 12,781 23 444 15,603 - 243940
CARRYING VALUES BEE -
At 31 December 2017 WZEF—+F+-A=1-H 130,178 13533 241,251 8922 7,638 4,465 7216 668 413871
At 31 December 2016 R=E—r"E+-A=1-H - - 256,973 11,990 10,110 5,405 6,226 3484 294,188

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017



Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

14.

15.

e VI HRAR MR

PROPERTY, PLANT AND EQUIPMENT (cont) 14. Y% - BERRB®)
The carrying amount of owner-occupied leasehold land and buildings, HRARRESRAELERIELASE I hEETF
situated in the PRC, at the end of the reporting period includes both the AN MEBARNETVRFTEzEAEE
leasehold land and building elements, as in the opinion of the directors T MEFFARE L RIEFTH o
of the Company, allocation of the carrying amount between the leasehold
land and buildings elements cannot be made reliably.
The above items of property, plant and equipment, except for freehold EXFrat 2 W - BB REREER CRAERE T K&
land and construction in progress, are depreciated on a straight-line FEETEBRINTIAEGEZA T FERFTE -
basis at the following rates per annum:
Hotel buildings in USA 5% A EEF 5%
Leasehold land and buildings Over the shorter of the term of the HELHRIEF HEH2%ZE5%
lease, or 2% to 5% (ABEE A%)
Leasehold improvements 10% to 33Y3% HEMEEE 10%=33Y3%
Motor vehicles 20% to 25% B 20%£E25%
Machinery and electronic 10% to 33Y5% s M E TRk R E At 10%%=33/3%
equipment and others
Computer software, furniture and  20% to 33Y:% AEME  RILREE 20%%&33Y3%
fixtures
GOODWILL 15. &
2017 2016
—E—tF ZE—RE
RMB’000 RMB’000
AR¥ T ARETFT
At 31 December Rt+-—A=+—H 231,602 231,602

The amount represents goodwill arising from the Acquisition (defined in
note 34(ii)(a)), which has been allocated to a group of cash-generating
units (“CGU") in the property development and sales segment. The
recoverable amount of the goodwill has been determined based on a
value in use calculation. That calculation used cash flow projections
based on financial budgets approved by the management covering
five-year period, and the discount rate of 10% (2016:10%). The cash
flows beyond the five-year period are extrapolated using a zero growth
rate. Other key assumptions for the value in use calculations relate to
the estimation of cash inflows/outflows which include budgeted sales
and gross margin, such estimation is based on the management’s
expectations for the market development. The management of the Group
believes that any reasonably possible change in the key estimations
of the value in use calculation would not cause the carrying amount
to exceed its recoverable amount. The directors of the Company
determined that the recoverable amount was higher than the carrying
amount of the CGU and hence no impairment on goodwill is required.

HRIEEKESE(ES LM E34E@)ELEZEHE
(BEDEEEMXERERHEEDBNRSELEMAR
(FReEEEM]) - EmEZARESEREEM
BEETHEMEE - £00E %2 iR E5FH
B MBIEE - FH10% (ZZ—7RF : 10%) 2/
BERPFSRIDAEETHE - BBSFHRERA
EATEEREL - EREEAEZEMBERRR
HEOFEREHERERENENRSRAmH 2
AR ARGFIREEEES TS ER ZTEA
fEh - ARBEERENRRE  EREEFEZEZEMA
SRR SRR e E B KT S B BRI AR E A
OREHE - ARAESEEIQREESINREE
BN 2 BREE - SEARERE

#2(FEIBEREERAR
- FFR
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e VI HRAR M

16.

©

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

INTERESTS IN JOINT VENTURES 16. REE QTN ER
2017 2016
—EB—+tF —E—RF
Notes RMB’000 RMB’000
Hiat ARBTT ARBFT
Cost of investment in joint ventures REERRZIEERAE (a) 9,520 9,520
Share of post-acquisition profits and other &5 Uk & 12 | Jf [ H Ath 2 E IS
comprehensive income, net of dividends 1 Uk EL 2 B% &
received (a) (3,452) (3,359)
6,068 6,161
Amount due from a joint venture JEU —Fa & & A EIFRIA (b) 522,323 522,223
Notes: Hiat -
(a) Particulars of joint ventures as at 31 December 2017 and 2016 are as (a) RIE—+FR_ZT—RNFt+-_A=1t—HE%RQ
follows: RAIMEFBELAT ¢
Place of Proportion
Form of establishment of voting right and
business and Paid-up percentage of
Company name nature operation capital interest held Principal activity
RERR sz
DEER ERME R REELI BRRA Bz FEEK
RMB’000
ARBFT
Shenzhen Anyuan Incorporated The PRC 23,800 40% Property development
Industrial Development EEaliiava e (2016: 40%) MEHRE
Co., Ltd. (“Anyuan”) (ZZ—7"%F : 40%)
R TETEEERARAF
(M=l
Yiyang Zhonghe Property Incorporated The PRC 500 40% Property development
Management Co., Ltd. EEaliiava e (2016: 40%) MEHERE

afa PR NERR AT

(ZF—RF : 40%)

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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Notes to the Consolidated Financial Statements

For the year ended 31 December 2017

2T
16.

tFE+-A=+—BLLFE

INTERESTS IN JOINT VENTURES (Conta)

Notes: (Cont'd)

(b)

Amount due from a joint venture represents advances to a joint venture
which is unsecured, interest-free and has no fixed repayment terms. In the
opinion of the directors of the Company, the settlement of the advances is
neither planned nor likely to occur in the foreseeable future.

Yiyang Zhonghe Property Management Co., Ltd. is not considered material
as compared to the Group’s operating results during the year. Summarised
financial information of Anyuan after adjusting for any differences in
accounting policies, and a reconciliation to the carrying amount in the
consolidated financial statements, are disclosed below:

e VI HRAR MR

16. REEQATINERE®)

Wt - (4)

(b)

(c)

B —REZERBFRBE/INTAEERBANERN
B RBOREEA 28 BEEEEEDR A
RAEERAR  ZRNREEI R EET B
AR R RRT AR RE & A

HETRNEERDFARARBBHEAREEANE
BEATTEX - TXRERTEH B BRNE
AERMBENFBERRE - U REES KR

RIREEFEH :

2017 2016
—E—+tF —E—REF
RMB’000 RMB’000
AR%TR ARBFIT
Non-current assets FERBEE 29 30
Current assets M EE 549,836 550,105
Current liabilities mEBaE (534,694) (534,731)
Included in the above amounts are: A LHFIE -
Properties under development for sale BRERPEEME 439,647 439,478
Cash and cash equivalents RekBHeEEY 90,077 90,515
Amount due to a shareholder e — BRI 522,323 522,223
Loss and total comprehensive expense for the year — FEEE N H4 2 233 22
Reconciliation of the above summarised financial information to the carrying N EMBEERBEHE R GEMIERRERZEE
amount of the interest in the joint venture recognised in the consolidated AR REE 2 HER :
financial statements:
2017 2016
—E—tF ZE—REF
RMB’000 RMB’000
AR®T T AREFIT
Net assets of Anyuan TR EFE 15,171 15,404
Proportion of the Group’s ownership interest REBRRITHEA 2 )
in Anyuan 40% 40%
Carrying amount of the Group’s interest in Anyuan — ZNEEER LT 7 = IR E E 6,068 6,161

ZE(FEDHERERRD A

- FFR
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e VI HRAR M

17. AVAILABLE-FOR-SALE INVESTMENTS 17

The amount represents 0.40% (2016: 0.40%) shareholding in certain
listed equity securities in the PRC which are stated at fair value of
RMB444,259,000 (2016: RMB561,048,000) as at 31 December 2017.

18. DEFERRED TAX 18.

The movements in deferred tax assets (liabilities) arising from temporary
differences are as follows:

Withholding Valuation

tax for on

undistributed investment

Tax losses profits properties
AOEAE

HEER WRNE  RENEEE
RMBOOO  RMBOOD  RMBOOO

ARBTE  ARMTT  AR¥TR

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

. AIHEHERE
RZZE—tF+A=+—H ZeBERERF
BT EMREES20.40% (ZZT—7RF : 0.40%) &

1 WIRA R EEAREL44,259,000(=F — <
£ 1 AR®561,048,0007T) 5B ©

ERERIH

EREZSEELNREEHREE(BE)WESIT

Accelerated Available
tax ~for-sale
depreciation Investments  Accrual for LAT Others Total
Jest
MERERE THEERE  LHEER At Eh

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTE ARMTT  ARMTR  ARBTn ARETR

Balance as at 1 January 2016 REE-"E-A-AZE8 78,403 (10114)  (2134840) (93,655) - 78618 13649 (2,067,939)
(Charge) creditto the profitor loss ~ REz (383t A (Ari29)

(note 9) (55,238) 64 (56,793) (25,673) - 70570 (14178) (81,243)
Charge to other comprehensive ~ RE {2 ElEsITR

income - - = = (54,445) = = (54,445)
Balance as at 31 December 2016 R-F—AE+-A=+—-HzEH 23165 (10,050) (2,191,633) (119,328) (54,445) 149188 (529) (2,203,632)
Credit (charge) tothe profitor loss ~ AEZSEFA (3R ) (H39)

(note 9) 5,18 (12,000) (75,282) (31,930) = (11979) (7,022) (133,028)
Creditto other comprehensive B A TUGETA

income - - - - 29,197 - - 29,197
Balance asat 31 December 2017 W=F—+F+-A=t—-Hz&sH 28350 (22,0500 (2,266915) (151,258) (25,248) 137,209 (7551)  (2:307463)

The following is the analysis of the deferred taxation balances for
financial reporting purposes:

HUBREENTS - BETREBRITAT ¢

2017 2016

—ZT—tHF —E—RF

RMB’000 RMB'000

ARET T ARETTT

Deferred tax assets IRIEFIBE B 175,201 190,151
Deferred tax liabilities FIEFRIBAE (2,482,664) (2,393,783)
(2,307,463) (2,203,632)

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

18.

DEFERRED TAX (Contd)

The EIT Law and its implementation rules impose a withholding tax
at 10%, unless reduced by a tax treaty or arrangement, for dividends
distributed by the PRC-resident enterprises to their non-PRC-resident
corporate investors for profits earned since 1 January 2008. Under the
Sino-Hong Kong Double Tax Arrangement, a qualified Hong Kong tax
resident is entitled to a reduced withholding tax rate of 5% if the Hong
Kong tax resident is the “beneficial owner” and holds 25% or more
of the equity interest of the PRC enterprise directly. Since the Group
controls the quantum and timing of distribution of profits of the Group’s
subsidiaries in the PRC, deferred tax liabilities are only provided to the
extent that such profits are expected to be distributed in the foreseeable
future.

At 31 December 2017, temporary differences relating to the
accumulated undistributed profits of the Group’s PRC subsidiaries
amounted to RMB2,089,290,000 (2016: RMB973,599,000). Except for
the accumulated undistributed profit of the Group’s PRC subsidiaries
amounted to RMB441,000,000 (2016: RMB201,000,000), no
deferred tax liability was recognised in respect of the taxable temporary
differences of RMB1,648,290,000 (2016: RMB772,599,000) as of 31
December 2017 as the Group controlled the dividend policy of these
subsidiaries and had no plan to dispose of these subsidiaries in the then
foreseeable future.

At 31 December 2017, the Group has unused deductible temporary
difference amounted to RMB14,509,000 (2016: RMB5,469,000). No
deferred tax asset has been recognised in respect of such temporary
difference due to the unpredictability of future profit streams.

At the end of the reporting period, the Group has unused tax losses
of RMB312,210,000 (2016: RMB247,658,000) available to offset
against future profits. A deferred tax asset has been recognised in
respect of such tax losses amounting to RMB113,400,000 (2016:
RMB92,660,000). No deferred tax asset has been recognised in
respect of the remaining tax losses of RMB198,810,000 (2016:
RMB154,998,000) due to the unpredictability of future profit streams.
The unrecognised tax losses will expire in the following years ending 31
December:

18.

e VI HRAR MR

EIERIIE ()

CEMRSTEREERRARE B T NF—
A—Bi  PERERCERARBREN R IEHHE
REFREE SRS BIZI0% B A TR (K IF
RIBRIBIRO R HERR) » RIFAMEREEE 2
EEYBLH  ERIBESHEBA L EERET
5% A EBREN A BRBEERBERAER
R TEFN T RS %A o f R ANER B A4l 75 R A
SERHENMBRRNAFNEE RERE - RLT
BIRBEEATRAATR A R R0 IKH A BEER S
PRt

RZZE—tF+-A=+—H FELAEE+HEH
MBARZRF A EMNBERZHEARY
2,089,290,0007t( —ZE—7~4F : AK#973,599,000
Je) o BRAEE G M E AR Z 25 RDEME
# AN R #441,0000007t( =2 —RF: ARK
201,000,0007T ) &b » B A< £2 [ 422 1) 5% S5 FfT /8 12 B A9
PRB R - BT 3R E A A TR R R R H & 5%
EMBEAR M ARBE_ZT—LF+A=+
—HBH AR 648,290,000t (=T —71F : ARK
772,599,0007T ) FE AR B iy RE R RRIRIE BIR B (E -

RZZ—tF+-A=+—0 xEEERPAA
MBS Z 8 A K #14,509,0007T (=T —7R4F : A
R #5,469,0007T ) © £ 7 AR SR E I AR #9 A A FRUA)
M Eit B SR ERERREEHIBEE -

RREER - AEEAEEFERRBF 2 RE AT
TEEE A ARMES312,210,000T( ZE—RF : AR
¥247,658,0007) ° IELEFIBE EMRZEHBEE
R B ARMI13,400,000T( —F—RF: ARK
92,660,0007T) ° AR AR R ZFI AR A TR -t
L A F EE R A R#198,810,0007T( =T — 7~
& AR%154,998,0007T ) iERIELERBEE ° &k
BRZHEEEESRATEFESEZEt+_A=1+t—H
LEfE

2017 2016

—E—+tF —E—RF

RMB’000 RMB’000

AR¥TR ARETT

2017 —T—tF - 3,313
2018 —T-N\F 20,189 24,604
2019 —E-NF 67,383 67,383
2020 —E-FF 1,366 1,550
2021 —E- 58,148 58,148
2022 —E__F 51,724 -
198,810 154,998

#2(FEIBEREERAR
- FFR
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e VI HRAR M

19. DEPOSITS PAID

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

19. Eff&RE

2017 2016

—E—tF —E—RF

Notes RMB’000 RMB’000

Bt st AR¥TT ARETT

Deposit for an urban redevelopment project —IB T & #1E B 2 2% (a) 1,000,000 -

Deposit for acquisition of land use right Wi+l Y 04 (b) 210,000 210,000
Deposit for acquisition of property, W%, BEREREZZRS

plant and equipment (c) - 156,776

1,210,000 366,776

(a) The balance represents a deposit paid for an urban redevelopment project
located in Zhuhai city in the PRC.

(b) The balance represents a deposit paid for acquisition of land use right through
an acquisition of an equity interest in Apex Leader Limited (“Apex”), a company
incorporated in the British Virgin Islands (“BVI”) (see also note 42(a)).

(c) As at 31 December 2016, the balance represented deposits paid for
acquisition of property, plant and equipment which is situated in the USA.
The deposits have been transferred to property, plant and equipment in
current year.

20. PROPERTIES UNDER DEVELOPMENT FOR SALE

Included in the properties under development for sale as at 31
December 2017 is carrying value of RMB2,314,822,000 (2016:
RMB3,977,425,000) which represents the carrying value of the
properties expected to be realised after twelve months from the end of
the reporting period. The Group’s properties under development for sale
are situated in the PRC and Hong Kong.

21. PROPERTIES HELD FOR SALE

The Group’s properties held for sale are situated in the PRC.

22. OTHER INVENTORIES

Other inventories represent low value consumables carried at cost.

23. ACCOUNTS RECEIVABLE

(a) ZEHER-RURPEIET ZRTENRE N
BEfERE -

(b)  &EEHIEEBWIEApex Leader Limited ([Apex] ' —
EREBERANE((RBERRES )z
Z AT B 4B L AR A 2 B A IR & (TR BT
#T42(a)) °

() RZZE—RET-A=1+—8 ZELERELR

XBZYE  BERRENOENRE - ZREBH
REREBEEYE - BERRME -

20. REPESEYE
R-ZE—+F+-_A=+—H8 JAEEEFFEY
¥ 7EmEmBEAARE2 314,822,000 ( ZF—754F ¢
AR #3,977,425,0007T ) * JhFEHAR $R2&5 B R #E &1
+_EREFERZYERTE - AEBZEEH
FEYEMPFRLEEE -

21. SEYE
REBSFEYELINAE -

22. HivzE
HinFEREKAEARENERESER -

23. FEUWBRFX

2017 2016

—ZT—tHF T —RF

RMB’000 RMB’000

AR¥TT AREFIT

Accounts receivable FEUTER R 378,003 17,329
Less: Allowance for doubtful debts W REREE (711) (793)
377,292 16,536
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For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

23.

ACCOUNTS RECEIVABLE (conta)

Accounts receivable represent receivables arising from sales of
properties, rental income from leasing properties and comprehensive
services (including hotel operation and property management). For the
receivables arising from sales of properties, they are due for settlement
in accordance with the terms of the relevant sales and purchase
agreements. For the receivables arising from rental income from
leasing properties, monthly rents are normally received in advance and
sufficient rental deposits are held to minimise credit risk. For accounts
receivable generated from hotel operation, the credit term is payable on
demand. For accounts receivable generated from property management,
receivable generally have credit terms of 30 to 60 days (2016: 30 to 60
days). All accounts receivable are denominated in RMB. The ageing
analysis of the Group’s accounts receivable, based on invoice dates
for rental income from leasing properties and comprehensive services
and the terms of relevant sales and purchases agreements for sales of
properties, is as follows:

23.

e VI HRAR MR

PEUWBRFR ()

EUERRIEHEME  HEVENESBARES
R (BIBEE 2B R MEEER) K EUFIR - 3
EMERELENERUGIEM S - ZFHRATDRIZIAR
BERHEGREHEN - AEENEHESBAE
ENEKFENS - SAESEFREEI - AHF
BERENHESREAREEERR - shBEEEE
ERMREIERME - EEHRDAREREE - W%
EEMFHELRFNEE N —RBI0E0R(ZF
—7"5  30E60K) © FTABUERRIAARKEHE -
AEE KRN RRZABHEEMENES KA
NMERaRBEZAHUAREBEYRHEEE B HHIE
AOMAT

2017 2016

—E—+tF T —RF

RMB’000 RMB’000

ARETT ARETIT

Within 1 month 1EAMR 368,530 6,517
1 to 12 months 121218 A 5,018 7,741
13 to 24 months 132 241E A 3,058 1,176
Over 24 months HBiE241E A 686 1,102
377,292 16,536

Included in the Group’s accounts receivable balances are debtors with
aggregate carrying amount of RMB8,762,000 (2016: RMB10,019,000)
which are past due at the end of the reporting period for which the
Group has not provided for impairment loss, of which 57% (2016: 77%)
are past due within twelve months, and 43% (2016: 23%) are past due
over twelve months, based on the repayment terms set out in the sales
and purchase agreements. No provision for impairment is considered
necessary in respect of these balances as there has not been a
significant change in credit quality and the balances are still considered
fully recoverable.

As at 31 December 2017 and 2016, all remaining accounts receivable
were neither past due nor impaired. These related to a number of
customers for whom there was no recent history of default.

ATAAEERREFESR I RBAFAAEAEAR
#8,762,0007L( =T —7~F : AR¥10,019,0007T)
ZREWRIE  BERmEIAREE  mMAEELERR
ILEHREEIEEE  BEEEHRZEHI 2 EFHB
B> HAR57% (ZZ—7RF : 77%) R+ B/ A®
HA - 43% (ZT—R4F : 23%) RN+ A A %@ -
HREBEELETESAEHEAMESERE
PREHKE - RERALESNBRZSEMMEL
SRIERAES o

R_B—tFR_F—R"F+_A=+—H8 ' &%
BR T FE UK BR SR A0 SR 38 B KRB o FRIA T BT H 0 4E
BAOTHNZZEFEER -

#2(FEIBEREERAR
- FFR
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For the year ended 31 December 2017
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23. ACCOUNTS RECEIVABLE (contd) 23. EWERR (&)
The movement in the allowance for doubtful debts is as follows: RERBESENOT :
2017 2016
—E—+tF —T—RF
RMB’000 RMB’000
AR%TR ARETFT
A 1 January ®n—HA—H 793 832
Reversal on impairment loss recognised ERERREEE &L (82) (39)
At 31 December R+=-—A=+—H 711 793

24. DEPOSITS PAID, PREPAYMENTS AND OTHER  24.

ENERE - FAAREREAMERRE

RECEIVABLES

2017 2016
—Z2—+tF ZZ—RF
Notes RMB’000 RMB’000
HteE ARET T ARET T
Deposits paid and prepayments BEfEE RTEFKIA (a) 616,341 459,299
Other receivables H b FEMGRIE 306,039 405,652
Amounts due from related parties e RS A 308 (b) 168,078 317,089
Amounts due from non-controlling interests FE U JE5E IS A 25 TR A (b) 47,805 52,743
Total 15T 1,138,263 1,234,783

Notes: izt -

(a) The balance mainly represents prepaid construction costs of
RMB572,390,000 (2016: RMB340,109,000) to the contractors for the
Group’s property development projects.

(b) Amounts due from related parties, in which the ultimate controlling party

has control, and non-controlling interests are unsecured, interest-free and
repayable on demand.
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ZEBREIERRAEEYEFMEIEE MAASEE
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25.

26.

27.

OTHER FINANCIAL ASSETS

The amount represents investments in money market funds issued by
a reputable bank in the PRC with maturity date within a month after
the end of the respective reporting period. The return and principal
of the investments were not guaranteed by the bank. The value of the
market funds investment varies by reference to the performance of the
underlying investments mainly comprising debt investments in the PRC
including government debentures, treasury notes, corporate bonds and
short-term fixed deposits. Such financial asset is classified as FVTPL.
In the opinion of the directors of the Company, the carrying amount
approximate to their fair values as of 31 December 2017 and 2016.

RESTRICTED BANK DEPOSITS

The amount mainly includes performance deposits for sub-contractors
of construction contracts with the Group, funds under regulation by
banks for specific purposes, pledged certificate of deposits for short-
term bank loans and pledged bank deposits for short-term bank
loans, which amounted to RMB25,051,000 (2016: RMB27,081,000),
RMB554,529,000 (2016: RMB147,971,000), RMB1,378,210,000
(2016: RMB1,379,408,000) and RMB110,221,000 (2016:
RMB132,315,000) respectively as of 31 December 2017.

The effective interest rates of restricted bank deposits are in the range of
0.01% to 4.75% (2016: 0.35% to 4.75%) per annum.

BANK BALANCES AND CASH

As at 31 December 2017, included in bank balances and cash was
a fixed deposit of RMB624,929,000 (2016: RMB200,000,000) with
original maturity period of more than three months but within one year.

The effective interest rates of cash at banks are in the range of 0.01% to
1.35% (2016: 0.01% to 1.56%) per annum.

25.

26.

27.

e VI HRAR MR

HtteMEE

FZEFIEEREN AR BRI ERTETH
E¥meES  EREWMERRE—EARIEH -
ZRIMIRBRENDRRASHE - MEESR

EEE BE ARMEFREHEHEREHEE
BRE - ZEeRMEELEBEAAEEFABRE -
KABEERAE BE_T—+tFR-_T—X F+
“A=t+—H ZSXEMNEAEEEAREEE

++

= o

ZREBITER

ZEFRATEREAEESIIAABRERES DR
BHEe IRTEEFEFEAENES A
HIER1T B RUR R A0 17 3R 38 e 3t A2 BB AR 17 B RUE 47
WRTER BE-T—tF+=ZA=+—80"
25l AR #25,061,000t( = F —RF - ARK
27,081,0007T ) + A K #554,529,00070( = & — 7
F: AR%147,971,0007t) + AKR#1,378,210,000
TT(ZZE—RF : AK%1,379,408,0007T) K& A R #&
110,221,0007t( =& — X & : A R #132,315,000
7)) ©
ZRHRITFRERFRENF0.01%%24.75% (=
T—RF : 0.35%%4.75%) °

RITERREE

R-ZT—+HE+-_A=+—8 ' RITEHKLRSE
BIERIBEAZR=EARLIR—FZTEHE
AR #6249290007t( — T — N F: AR
200,000,0007T) ©

—=

—=

RITREHOEBRFH XN F0.01%%E1.35%
N 0.01%E1.56%) °
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For the year ended 31 December 2017
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28. ACCOUNTS PAYABLE 28. FEATERFX
Accounts payable mainly represent amounts due to contractors. Payment EREREREZIERMEAPENIE - BIRBEKIE
to contractors is made by reference of progress of the respective DEFRREZTIREERIBEEZIEDL -
construction work and agreed milestones.
The following is an aged analysis of accounts payable presented based BRI BRIRIZ B Z A ST ¢
on the invoice date:
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR¥T T ARET T
Within 1 month 1EAR 479,144 832,363
1 to 12 months 1E12{8R 75,937 35,676
13 to 24 months 13Z241E A 12,742 16,866
Over 24 months 24ME B LA E 32,214 36,533
600,037 921,438
The average credit period for construction cost ranged from six months BEKANZ EHEEHENFENEABE—F -
to one year.
29. ACCRUALS, DEPOSITS RECEIVED AND OTHER 29. FE:tER - CUWIRS R HbE(S T

PAYABLES
2017 2016
—ZT—tHF T —RF
RMB’000 RMB’'000
ARETT ARETFT
Rental deposits received BEEES 105,812 98,125
Receipts in advance TEWGRIE 922,148 217,355
Other payables and accruals H e FIE R BT B R 2,692,890 226,343
Amounts due to non-controlling interests FE FETE PR RE 2 TR 1B 4,522 4,715
3,725,372 546,538

Receipts in advance primarily consist of pre-sale deposits received from
customers for sales of properties.

Included in other payables and accruals mainly represent consideration
payable for the acquisition of New Grade Investments Limited as
disclosed in note 35(a) amounting to HK$2,475,000,000 (equivalent
to RMB2,068,852,000) (2016: nil), among which HK$1,237,500,000
(equivalent to RMB1,034,426,000) is payable on or before 29
June 2018 and another sum of HK$1,237,500,000 (equivalent to
RMB1,034,426,000) is payable on or before 28 September 2018.

Amounts due to non-controlling interests are unsecured, interest-free
and repayable on demand.
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BEFETEBERDEHEANTPREZ BER

HibEMN AR EE AT S0 EMEEENew Grade
Investments Limited (FAHT7E35(a) i 58 ) FEH EOR(E
2,475,000,0007% 7t (18 & 1 A R #2,068,852,0007T )

—T— N4 &) 2] ,237,500,00008 TR E
R ARY1,034,426,00070) BN —E—\FEAZ
THABHZASN - R —FFKIE],237,500,0007
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For the year ended 31 December 2017
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30. BORROWINGS 30. fBE
2017 2016
—E—tF ZE—RF
RMB’000 RMB’000
AR¥T T AREFIT
Borrowings comprise: EERE
— Variable rate bank loans —FBIRITER 10,734,754 8,211,411
— Fixed rate bank loans —EEFEBEITER 1,260,200 272,845
— Variable rate other borrowings —FEHMEER 240,000 260,000
— Fixed rate other borrowings —EEFEHEMEE 400,000 20,000
— Private senior notes —AEBEEE 323,323 =
— Loans from non-controlling interests — IR R E K - 66,544
12,958,277 8,830,800
Analysed as: DT
— Secured — B 12,323,718 8,597,491
— Unsecured — iK1 634,559 233,309
12,958,277 8,830,800
Borrowings are repayable: EEERATEIRAES -
— Within 1 year ——FR 3,483,806 3,492,714
— More than 1 year, but not exceeding 2 years — BB —FEDRME 2,025,834 2,059,275
— More than 2 years, but not exceeding 5 years —BBMFEELRAESE 4,659,942 1,409,306
— More than 5 years —RFLAE 2,657,459 1,781,896
12,827,041 8,743,191
Borrowings that contain a repayment on demand ~ BEREREBKAZEE
clause (shown under current liabilities) but are GIATRBEE) - AR
repayable: THIEARE AER
— Within 1 year ——FR 131,236 87,609
Total borrowings BEE 12,958,277 8,830,800
Less: Amount due within one year shown under B ORBAGEE TR —FREH 2 ZUE
current liabilities (3,615,042) (3,580,323)
Amount due after one year R—F 1% 5 H 2 508 9,343,235 5,250,477

MEREEEERBABEEQRNDEEEE(BIA

All the Group’s borrowings are denominated in the functional currencies
of the relevant group companies (i.e. RMB, United States Dollar (“US$”)
and HK$) except for certain bank and other borrowings amounting to
RMB820,352,000 (2016: RMB655,082,000), which are denominated in
HK$, and loans from non-controlling interests of subsidiaries amounting
to nil (2016: RMB66,544,000), which are denominated in US$.

As at 31 December 2016, certain secured bank loans with aggregate
amount of RMB678,000,000 were jointly secured by properties owned
by related companies controlled by Mr. Wong and the Group while in
2017, an amount of RMB398,000,000 was repaid and the remaining
bank loans are secured by properties owned by the Group as at 31
December 2017. Certain secured bank loans of RMB1,370,000,000 as
at 31 December 2016 were secured by certain properties owned by an
independent third party and were fully repaid during the year ended 31
December 2017.

R¥ - Zx(ExDBEBT)FE &FTRITEE
finfg B A R%820,352,000t( =T —7"F : AR¥
655,082,0007T ) PAFE TT T 1B JA K2 it /88 2~ B 19 SEH2 %
BHEEHRR/TIL(ZFT—RF - AR¥66,544,0007T)
VASETTRHERSN ©

RZB-—RF+-A=+—H HTHEEARTE
TR#E 5 FE AR #678,000,0007T B 8 5t A 15 il 2 R HGE
RARAEEEE 2YMEELRER MR _F—
+ & REEDERAR398,000,0007T © #A TR
TEFRNBAEER - Z—tF+-_A=+—H#
BZYWEEER -R-F-—RE+-A=+—08"
ETHEIMRTEKAKKEL,370,000,0007T 832
F=PHEAZETYRELER  YERBE_F
—tF+_RA=t+-RIFEE2HEE -

#2(FEIBEREERAR
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30.

BORROWINGS (contd)

For bank loans denominated in HK$, the effective interest rates are
ranging from 1.62% to 4.2% (2016: 2% to 4.25%) per annum. For bank
and other loans denominated in RMB, the effective interest rates are
ranging from 4.35% to 8.5% (2016: 4.35% to 8.95%) per annum.

Loans from non-controlling interests were unsecured and interest-free.
The loans were initially recognised at fair value and subsequently stated
at amortised cost which was estimated by discounting the nominal value
of the loans at effective interest rate of 2.08% per annum. The loans
were fully repaid during the year ended 31 December 2017.

Issue of US$ denominated private senior notes due in 2019

On 13 December 2017, Gemstones International Limited, a direct
wholly-owned subsidiary of the Company (the “Issuer”) entered into
a subscription agreement with Harbor Sure (HK) Investments Limited
(the “Purchaser”), an independent third party to the Group, pursuant
to which the Purchaser agreed to purchase the private senior notes
with an aggregate principal amount of US$50,000,000 (equivalent to
RMB322,299,000) (the “Private Notes”). The issue price was at 100.0%
of the principal amount of the Private Notes. The details of the Private
Notes are set out below:

(a)  The Private Notes carry interest at rate of 8.5% per annum and
interest is payable semi-annually on 18 June and 18 December of
each year, commencing from 19 December 2017 and maturing
on 19 December 2019;

(b)  The Private Notes are senior in right of payment to any existing
and future obligations of the Issuer expressly subordinated in right
of payment to the Private Notes;

(c)  The Private Notes rank and will rank at least pari passu in right of
payment with all other unsecured, unsubordinated indebtedness
of the Issuer (subject to any priority rights of such unsecured
unsubordinated indebtedness pursuant to applicable law); and

(d)  The Private Notes are guaranteed by the Company and certain
subsidiaries of the Company on a senior basis, subject to certain
limitations.

The interest charged for the year is calculated by applying an effective
interest rate of approximately 8.86% per annum to the liability
component since the Private Notes were issued.
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31.

CONVERTIBLE BONDS AND DERIVATIVE FINANCIAL
INSTRUMENTS

(a)

Convertible bonds

e VI HRAR MR

1. TRRESRITEESMTA

(a) TWHBRRES

2017 2016

—E—t5F ZE—REF

RMB’000 RMB’000

AR¥TT ARETT

Net carrying amount as at 1 January R—A—BXEREFE 559,186 -
Issue of convertible bonds (the “CB 2018”)  Z%1T7 R EH

(= N\Fr gk ES]) - 550,530

Interest expense FERY 107,299 13,258

Interest paid 2AHF S (37,247) (4,602)

Exchange difference X =5 (39,588) =

Net carrying amount as at 31 December R+ A=1+—HBNEEFE 589,650 559,186

On 6 November 2016, the Company entered into a Convertible
Bonds Subscription Agreement (the “Agreement”) with a third
party, Chance Talent Management Limited (the “Subscriber”).
Pursuant to the Agreement, the Subscriber agreed to acquire
the CB 2018 with aggregate principal amount of US$100 million
(equivalent to RMB686,048,000) interest rate of 5.5% per
annum, payable by the Company semi-annually in arrears from
the issue date, with initial conversion price of HK$2.76, subject to
certain adjustment conditions. The maturity date is on the second
anniversary of the issue date. The CB 2018 were issued to the
Subscriber on 18 November 2016.

The bondholder has the right to convert the CB 2018 in whole or
in part into shares at any time on or after the issue date of the CB
2018 up to the maturity day. 287,940,630 (2016: 281,159,420)
new shares will be issued upon full conversion of the CB 2018. An
adjustment had been made to the conversion price from HK$2.76
to HK$2.695 on 21 July 2017 as a result of the dividends paid
since the convertible bonds were issued.

RZFE—R"F+—AXB AReH—FFE=H
Chance Talent Management Limited ([ 28 A 1) 5]
Y — R RESFRERE([ZRE]) o BIEZH
#F RBARRUBASHBEARALEZTHERA
R #686,048,0007T) * L FF|E55%F B —F —
NERRES(WFRREBR2.768T) (BAXET
ARER)  MEARTEHRERTFFRENAR]
XA BEAR AEITHBBIIRMAS - —T—/\
FARREFKR T —A"F+—ATN\BETTR
BBA -

EEEEABRN T \ErHRESFRTES
EARCAEDNGA LRSS BH_Z—N
FERM L E A @R AR - 287,940,6300% (= Z —
7N 281,159,4200% ) TR D B =T — )\ FE Al
IIEF R IRIE T - AR RIREHEEITIAR
EXMRBEFR —E—+F+A -+ HHHRE
F2.7678 7L AT E2.695/8 T °

#2(FEIBEREERAR
- FFR
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31.

CONVERTIBLE BONDS AND DERIVATIVE FINANCIAL

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

31. TRREHFRITESHTE®)

INSTRUMENTS (Cont'a)
(a)  Convertible bonds (Cont'd) (a) TFHERESE)
The CB 2018 will be redeemed on maturity at a value equal to - N\FABRREFEREARED  BE
the amount equal to the aggregate of (a) the aggregate principal ZRASENR TRz £8E@BBABHR
amount of such outstanding CB 2018; (b) any accrued but unpaid T NFURREF AR (bEMRE
interest on such outstanding CB 2018 on the redemption date FAAREHR T N\FrREFNEL R
(other than default interest); and (c) (if the sum of the amounts FEEHEARMSFE GEOFLERSIN) ¢« K(c) (fLk
referred to above (a) and (b) fall short of making up an internal X (a) K (b)EFT il ZR I8 2 AT B A< A EB I
rate of return of 8% on the aggregate principal amount of CB MEET— )\ FORBRESNCRE28%)
2018) such additional amount which would make up an internal ELNHEFERE-_FT— \FaRREHFLS
rate of 8% on the aggregate principal amount of CB 2018. 1B % L BHATEINEEE ©
Further details of the terms and conditions of the CB 2018 - N\FABRREHFARR R GG RE—
were disclosed in the announcements of the Company dated 6 FERARFBHSR AT —XRFE+—AR
November 2016, 8 November 2016 and 18 November 2016. H —Z—XR"F+—ANBER=_ZT—XREF+—
A+ N\BHRAERNIEE -
The CB 2018 contains two components, debt component and - \FrnRkEFLEMER D (EB
derivative component. The effective interest rate of the debt ARITETAE ) - BEHBONERFER
component is 19.98% per annum. The derivative component is BF19.98%  STET AR EARBEARR
measured at fair value with changes in fair value recognised in Bt ERANA A EEEZETE -
profit or loss.
(b)  Derivative financial instruments (h) FTESWMIA
2017 2016
—E—tF ZERF
RMB’000 RMB’000
AR¥T R ARETT
Net carrying amount as at 1 January R—A—BRRESE 120,496 -
Embedded derivatives at the date of issue of AR HAf&(E5%7T H EI
convertible bonds MARSTETAR - 135,518
Gain arising on changes in fair value DR EEZBELENKE (2,373) (15,022)
Exchange difference P& H ZRE (7,045) -
Net carrying amount as at 31 December R+—A=+—BHEEFEE 111,078 120,496

The methods and assumptions applied for the valuation of the
CB 2018 at initial recognition, at 31 December 2016 and at 31
December 2017 were as follows:

The fair value of the derivative financial instruments at initial
recognition, as at 31 December 2016 and as at 31 December
2017 derived by using the Binomial Option Pricing Model
were approximately RMB135,518,000, RMB120,496,000 and
RMB111,078,000, respectively, which were determined by
the directors of the Company with reference to the valuation
performed by Asset Appraisal Limited, a firm of independent
professional valuers with appropriate qualifications and recent
experiences in the valuation of similar derivative instruments
with reference to market values. During the year ended 31
December 2017, the Group recognised the fair value change
of RMB2,373,000 (2016:RMB15,022,000) in the consolidated
statement of profit or loss.
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31. CONVERTIBLE BONDS AND DERIVATIVE FINANCIAL 31. A REFRITESMI A2
INSTRUMENTS (contd)

(b)  Derivative financial instruments (Cont'd) () FTESBMIEE)
The inputs used in the Binomial Option Pricing Model adopted by BN B EMERNS B HBETE AR BERTER
the independent professional valuer in determining the fair values ey — AT EARE E B AR R R BT A Ay B A EE a0
at the respective dates were as follows: T
RZE—R"%E R-Z-t%
At date of issue At31.12.2016 At 31.12.2017 RE{TRE +=A=t-H +=A=t+-H
Share price HK$2.49 HK$2.39 HK$2.98 RE 249%TT 239%TT 29887
Exercise price HK$2.76 HK$2.76 HK$2.695 168 276 27678 2695787
Expected dividend yield 040% 042% 168%  EHkEX 0.40% 042% 1.68%
Volatility 52.35% 52.18% 32.66% KR 52.35% 52.18% 32.66%
Risk free interest rate 0.783% 1.025% 1.040%  ERRF= 0.783% 1.025% 1.040%
32. SENIOR NOTES AND BOND 32. BREBRES
2017 2016
—E—+tF T —RF
RMB’000 RMB’000
ARETT ARETIT
Senior notes and bond comprise: BEEERESFBDRE :
— Public senior notes — ARBERE 2,661,756 -
— Domestic corporate bond —BARRIES 2,589,098 2,586,467
5,250,854 2,586,467
2017 2016
—E—+tF —ZZT—RF
RMB’000 RMB’000
AR¥T T AREFIT
Net carry amount as at 1 January R—A—BNEEFE 2,586,467 -
Issue of new senior notes and bond BITHEARBRES 2,687,226 2,600,000
Less: Transaction costs directly attributable to the ¥ : BB ITELAZHRRESBE
issuance of senior notes and bond 12 X Z A (47,352) (14,416)
Add: Interest charged during the year hn o FAEHRRFLE 242,685 59,994
Less: Interest paid B BRFE (169,000) (59,111)
Exchange differences b 7 ZERE (49,172) -
Net carrying amount as at 31 December Rt-—A=1+—HANEEFE 5,250,854 2,586,467

ZE(PEDBERERRAT
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32. SENIOR NOTES AND BOND (contd)

Issue of US$ denominated public senior notes due in 2020

On 15 August 2017 and 25 October 2017, the Issuer issued senior
notes with the aggregate principal amounts of US$225,000,000
(equivalent to RMB1,511,550,000) and US$175,000,000 (equivalent
to RMB1,175,676,000) respectively (collectively known as, the “Senior
Notes”). The issue price was at 100.0% and 100.6% of the principal
amount of the Senior Notes, respectively.

The Senior Notes are listed on the Singapore Exchange Securities Trading
Limited (“SGX”). The details of the Senior Notes are set out below:

(a)  The Senior Notes carry interest at rate of 8.5% per annum and
interest is payable semi-annually on 15 February and 15 August of
each year, commencing from 15 February 2018 and will mature
on 15 August 2020, unless redeemed earlier;

(b)  The Senior Notes are senior in right of payment to any existing
and future obligations of the Issuer expressly subordinated in right
of payment to the Senior Notes;

(c)  The Senior Notes rank and will rank at least pari passu in right of
payment with all other unsecured, unsubordinated indebtedness
of the Issuer (subject to any priority rights of such unsecured
unsubordinated indebtedness pursuant to applicable law);

(d)  The Senior Notes are guaranteed by the Company and certain
subsidiaries of the Company (collectively the “Guarantors”) on a
senior basis, subject to certain limitations;

(e)  The Senior Notes are effectively subordinated to the secured
obligations, (if any) of the Issuer and the Guarantors, to the extent
of the value of the assets serving as security therefor; and

(f) The Senior Notes are effectively subordinated to all existing and
future obligations of the subsidiaries of the Company other than
the Guarantors.

At any time prior to 15 August 2020, the Issuer may at its option redeem
the Senior Notes, in whole but not in part, at a redemption price equal
to 100% of the principal amount of the Senior Notes plus the applicable
premium as defined in the offering memorandums of the Company
dated 8 August 2017 and 17 October 2017 (“Applicable Premium”) as
of, and accrued and unpaid interest (if any) to (but not including), the
redemption date.
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For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

32. BREEBRESH @)

BROBR-_Z2_ZFIAHMUXTAEZLRAELER
B

R-E—+HENA+RBER-_ZE—tH&+A-+H
B+ 217 A9 5% 17 A & 4 %8 5225,000,000% T
(FHE R ARYL511,550,0007T ) %175,000,0003%
T(HERARKEL 175,676,0007T ) K8 £ Z & (4
BIEEER]D BITESNABLEEASEN
100.0% }2100.6% °

BEZERMINKESZSA(FHRMA]) LH - &
HEBFFWT

(@) BERBIRFEMNEZL%TE  MEEA-F
—N\EZA+HBE REF-A+HARN
ATHBSFFXA (BRIFERTRER):

(b) EBEZRBRBIIAENMTEMNUEBNELEZIEN
BOAEMRERBREEZHELNRE
F s

() EBEZBRELENGEBETAMELMEE
- FREEHEBFRENFENCEREE
RIARR RS EEMFREEFHEAETE
PR ) :

d) EERBRARBTRARFETHERR A
M ERA DIZEREEERCAZE TR

(e) BEZBRER LRNETARERANELIA
BEME)  HEREARERERRNEER
ERR &

()  EEZFBRER ERAIFERANARRME R
BAMFIARAE RARREE

RZZB_TFN\ATRATNEAER - EITARRE
BERAESEREAREASHEI0%NEDE - 50
BEBCAHEIEEZB)NEREE(ERE
Bl EBRARBABPL T —tFNANBRZ
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For the year ended 31 December 2017
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32.

SENIOR NOTES AND BOND (conta)

Issue of US$ denominated public senior notes due in 2020 (Cont'd)

“Applicable premium” means with respect to any Senior Notes at any
redemption date, the greater of (i) 1.00% of the principal amount of
such Senior Notes and (ii) the excess of (A) the present value at such
redemption date of the principal amount of such Senior Notes on 15
August 2020, plus all required remaining scheduled interest payments
due on such Senior Notes through 15 August 2020 (but excluding
accrued and unpaid interest to the redemption date), computed using a
discount rate equal to the adjusted treasury rate plus 100 basis points,
over (B) the principal amount of such Senior Notes on such redemption
date.

At any time and from time to time prior to 15 August 2020, the Issuer
may redeem up to 35% of the aggregate principal amount of the Senior
Notes with the net cash proceeds of one or more sales of common stock
of the Company in an equity offering at a redemption price of 108.5%
of the principal amount of the Senior Notes, plus accrued and unpaid
interest, if any, to (but not including) the redemption date; provided
that at least 65% of the aggregate principal amount of the Senior Notes
originally issued on the original issue date remains outstanding after
each such redemption and any such redemption takes place within 60
days after the closing of the related equity offering.

Early redemption option is regarded as embedded derivative not closely
related to the host contract. The directors consider that the fair value of
the above early redemption options is insignificant at initial recognition
date and 31 December 2017.

The interest charged for the year is calculated by applying an effective
interest rate of approximately 8.90% per annum to the liability
component since the Senior Notes were issued.

The fair value of the Senior Notes at 31 December 2017 is
RMB2,625,060,000 with reference to the quoted market price of the
Senior Notes on SGX at the end of the reporting period (the last trading
day prior to 31 December 2017).

32.

e VI HRAR MR

BEEBERES @)

BOBR-Z2_ZFIMUXATEZLMHELER
B(#)

[EREE I EENEMERD R BN EFAELRE
M5 TISENBREE : VZEEREASHEN
1.00% : R(iBHARZERRBEE_T-_TFN
At+HEBZASENEZE-_Z_ZF \A+HB AL
ZBRERE IR ENRENSNHRBETBLE
EfED A SRR MR R)R A BEL B AR
BEORASREFHBRERN X N100ME R 2 B3R K
SHE)BHEBINELD R HZEEREASENEE -

RZZ-ZFN\ATHBEAEARRE - BITARTD
RRBERBALIERI085%HELIE - SNBEE
B BB~ BEZ R )RR MRS S (mE)
ARAZEER —RFIA LA R B LB E R
FRERBFE BOEEEBRASEBRNZS
35% ; EBREREAZVBERRETEHRSL
BITHNBRAERBASAENSRIARER - L RE
] 8 B AN BB A B B B 1R 60 A A EE A -

B ORI IFEE S NA T RBERABRALT
ATH -BEERRLRRFERENVIIGER A H
MARAZZE—tF+-A=+—HNARBETEK -

FACFMNEREBREREETARERARARE
WD 2 BBRENELB.90%:TE ©

BEZBR-_T—+F+-_A=+—HHLLEE
/AR ¥2,625,060,0007T RN MERR(R-F
—tEFET A=+ HRZRER S B )ARMEL
SENTISRE -
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32.

33.

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

SENIOR NOTES AND BOND (cont') 32. BREEBRESH @)
Issue of RMB denominated domestic corporate bond due in 2021 BITRR-_E-—FRHUARETEZERAT
&
On 26 August 2016, a subsidiary of the Company, Zhengxinglong RZZE—A"FENAZ+A  ARRIZHMERRE
Real Estate (Shenzhen) Co., Ltd. (“Zhengxinglong”) issued a BEEMECFIDAR DR EEE DETEAR
domestic corporate bond (the “Bond”) with a principal amount of AEH([ZEF]) - AeE A ARE2,600,000,000
RMB2,600,000,000 and will be repayable in full by 26 August 2021. T MERESBERR =S _—F/\A=ZTB2¥
Zhengxinglong has an option to increase the coupon rate from 6.5% BE FTHEEBRE-FLEREBFEEEXRA
up to 7.5% per annum after the end of the third year (“coupon rate 6.5% LAEZE75% ([EEXRFE]) - EHEEH
adjustment”). Zhengxinglong will make an announcement of the REEXAERMNAEELERAE(THRESKSELA
determination on the coupon rate adjustment and irrespective of whether B) MEEEABEETHHE=ZAFEREN =
adjustment will be made or not, the investor can exercise retractable TERANITHELSRERE  UIRASERETFE
option within three working days from the third anniversary of the issue o] iR o
date to sell back at principal with accrued interest.
The Bond is listed in Shenzhen Stock Exchange (“SZX"). In the ZEFRRENEHRGA(FERFA) LT EFR
opinion of the directors, the fair values of the entitlement of coupon R BEEERABREFRKEELEZES < ENZ
rate adjustment and investor’s entitlement of selling back the Bond are AR EBEAVIGBERRRERRFILTERX °
insignificant at initial recognition and at the end of reporting period.
The interest charged for the year is calculated by applying an effective FRNEHEREZESFZITHHRERRAES
interest rate of approximately 6.63% per annum to the liability D EBEFELC.63%TH ©
component since the Bond was issued.
The fair value of the Bond as at 31 December 2017 is K2EZBFRBEHR(NR =T —F+ZA=
RMB2,589,098,000 (2016: RMB2,535,000,000) with reference to the T-HRZERERSGBE)ZTSRER  ZEF
quoted market price of the Bond on SZX at the end of the reporting REZXZE—t+tF+_A=+—HAZAREE
period (the last trading day prior to 31 December 2017). B AR 2589098000 ( —F—RF: ARK
2,535,000,0007T) °
SHARE CAPITAL 33. B&
2017 2016
b S 3 Tk
Number Number
of shares HK$'000 RMB'000 of shares HK$'000 RMB'000
BR#A TEn ARETR PGEE TATL ARBTTL
Authorised share capital of the AN TS EE AR AN -
Company:
Ordinary shares of HK$0.01 SR EEO0.01B LA
each LR 30,000,000,000 300,000 240,000  30,000,000,000 300,000 240,000
Issued and fully paid share capital WA 812317 R R AR :
of the Company:
Ordinary shares of HK$0.01 SRAEEIATHEER
each
At 1 January W—F—H 4,693,582,792 46,935 15 4693580792 46,935 29115
Exercise of share options B IE 600,000 6 6 - - =
At 31 December Rt=A=+-FH 4,694,182,792 46,941 30121 469358279 16,935 39115
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34. RESERVES

e VI HRAR MR

34. f#E

2017 2016
—E—tF TR
Notes RMB’000 RMB’000
Kt ARET R ARETFT
Share premium &R im(E 6,300,567 6,299,142
Convertible preference shares AR RRAE SR A% (i) 5,959,114 5,959,114
Other reserve H & (ii) (11,235,356) (11,235,356)
Exchange reserve bE i 119,608 66,011
Investment revaluation reserve REEHFEE 75,744 163,336
Share option reserve (note 37) RERARRE A (A 5237) 208,337 128,404
Statutory reserve JETE R (iii) 149,812 147,427
Retained profits {RER B R 8,219,115 7,397,319
9,796,941 8,925,397

Notes: B

(i)

On 30 November 2015, the Company issued convertible preference
shares (the “2015 CPS”) at issue price of HK$2.06 per share, of which
3,413,473,023 CPS were issued to Mr. Wong for aggregate consideration
of HK$7,031,754,000 (equivalent to approximately RMB5,959,114,000) as
consideration for the Transaction as defined in note 34(ii)(b).

Key terms of the 2015 CPS

Holder of the 2015 CPS will be entitled to receive notices of and to
attend the general meetings of the Company but are not permitted
to vote unless a resolution is proposed to vary the rights of holder of
the 2015 CPS or a resolution is proposed for the winding up of the
Company;

Holder of the 2015 CPS has the right to convert each 2015 CPS
at any time into one ordinary share of the Company without the
payment of any additional consideration. The holder may not
exercise the conversion right if upon the conversion, the percentage
of ordinary shares held by the public will fall below the minimum
public float requirement under Rule 8.08 of the Listing Rules. The
shares that are issued upon the exercise of the conversion right of
the 2015 CPS are not subject to any restriction;

The 2015 CPS cannot be redeemed by the Company or its holder;

Holder of 2015 CPS will have priority over the holders of ordinary
shares of the Company on the assets and funds of the Company
available for distribution in a distribution of assets on liquidation,
winding-up or dissolution of the Company;

Subject to compliance with all applicable laws and the article of
association of the Company, each 2015 CPS shall confer on its
holder the right to receive a preferred distribution from the date of
the issue of the 2015 CPS at a rate of 0.2% per annum, payable
annually in arrear. Such preferred distribution is non-cumulative.
The board of directors may, in its sole discretion, elect to defer
or not to pay a preferred distribution. No interest accrues on
any unpaid preferred distribution. If the board of directors of the
Company elects to defer or not to pay a preferred distribution, the
Company cannot pay any dividends, distributions or make any other
payment to any ordinary shares of the Company.

(i)

REZZE—RF+—A=1+H ARRIESRETE
2068 LTI MREER( =T —AF [ RKRE
Soh% 1) - B H3,413,473,023 Al A AR B L AR BT T
ERAE - R (B7,031,754,000/8 T (AEE R ARE
5,959,114,0007t) * {ERRX HRE(ER R K E34(0)
(b) °

—Z-RFABRELERZ EEEK

. —T-RFABRELREE AREEEKER
ARBBRASEEYL HFEARBBRRK
g BEXTETRENEN  RIEFREN
RERSEIT T AFRAREERIEE
AN SR AR RERIBEREE

. T -RFABRRELREE AR EEES
BR-Z-AFAUBRRELERERAS—BA
NREBEBAAD - B AN ER AR
B o MRERE - ARALHEEERKN
Z B D HARR LR RIES.08k 2z &IEAR
FREBHRE @ MINEANGITEEARE - 17
E—F-—AFRBMBRERR I BBERETZ
PRAR AR AE AT R ]

. ARABHE—F-AFABRBRELERFEAT
AfEE —F AR B

. AABEBE  BRAEIM D IREER -
—E-REABRELRFEAREAARE
BRFBEABEZAEARARAHNSIRZEE
RES

. FHAMAERERRARRBAZEZMAE
% BR_ZT-RAFAUHEREERGETH
FEARN  BBT_F-AFABRRES
% B BB R 1R0.2% 2 F FI R W ERE £ 5K -
YREFERIN - EBEDIKTAIRHAE -
Egn2ERBRBREERTXNELED
K o FEAIAXNEEDIKILTEE © AR
AEEEEFREEHTINELEDIK - BIA
7 AR A] Bt AE ] AN A ) 3 AR A5 fa] AR
£ DR EREAIR
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34. RESERVES (conta)
Notes: (Cont'd)
(i) (Cont'd)

The 2015 CPS are classified as equity instruments in the Group’s
consolidated financial statements as the Group does not have a contractual
obligation to deliver cash or other financial assets arising from the issue of
the 2015 CPS.

Up to the date of approving the issue of these consolidated financial
statements, no 2015 CPS has been converted into ordinary shares of the
Company.

(ii) Other reserve mainly comprises:

(a) A deemed contribution of an amount of HK$1,007,864,525
(equivalent to approximately RMB806,292,000) by China LVGEM
Property Holdings Limited (“China LVGEM”), the then immediate
holding company of the Company, to acquire approximately 75% of
the then aggregate issued share capital of the Company on 8 May
2014 (the “Acquisition”).

(b) A deemed distribution of an amount of HK$13,785,000,000
(equivalent to approximately RMB11,682,204,000) to Mr.
Wong, to acquire the entire equity interest in Green View Holding
Company Limited and its subsidiaries (collectively referred to
as the “Target Group”) (the “Transaction”). The Transaction
was completed on 30 November 2015. The amount of deemed
distribution comprised of issuance of 2,509,342,511 new
ordinary shares at issue price of HK$2.06 per ordinary share of
the Company amounted to HK$5,169,246,000 (equivalent to
approximately RMB4,380,717,000), issuance of 3,413,473,023
convertible preference shares at issue price of HK$2.06 per
convertible preference shares amounted to HK$7,031,754,000
(equivalent to approximately RMB5,959,114,000), and cash
consideration of HK$1,584,000,000 (equivalent to approximately
RMB1,342,373,000).

(c) The difference between the aggregate amount of share capital
and share premium of the Target Group and the Company at
the completion date of the Transaction, which amounted to
approximately RMB433,106,000 and debited to other reserve.
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(i)

(ii)

For the year ended 31 December 2017
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806,292,0007C) * AWM BEARATR =F —
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gL =R AR A R R EK B A B (58
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1 2 & 585,169,246,0008 L (HHE R B AR
#4,380,717,0007T ) ~ & &R AT 2 AR (8 55 A%
%% 17 {82.065% JT % 173,413,473,0230% A #2
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34.

35.

RESERVES (conta)
Notes: (Cont'd)

(iii) As stipulated by the relevant laws and regulations in the PRC, certain
subsidiaries of the Company in the PRC are required to maintain a
statutory reserve which is non-distributable other than upon the liquidation
of the entity. Transfer to this reserve is made out of profit after tax of the
PRC subsidiaries’ statutory financial statements which are prepared in
accordance with the accounting principles generally accepted in the PRC.

ACQUISITIONS OF ASSETS AND LIABILITIES THROUGH
ACQUISITION OF SUBSIDIARIES

(@)  As detailed in the circular issued by the Company dated 19
December 2017, Pace Ascend Limited, an indirect wholly-owned
subsidiary of the Company as the purchaser entered into a sale
and purchase agreement on 11 October 2017, with Greater
Honour Limited, an independent third party to the Group as the
seller and The Wharf (Holdings) Limited, an independent third
party to the Group as seller’'s guarantor pursuant to which Pace
Ascend Limited conditionally agreed to purchase, and Greater
Honour Limited conditionally agreed to sell and transfer, 500
shares in the issued share capital of New Grade Investments
Limited (“New Grade”), which represents its entire issued share
capital, and its direct wholly-owned subsidiary, Olinda Limited
(“Olinda”) (collectively referred to as the “New Grade Group”),
for a total cash consideration of HK$7,880,000,000 (equivalent
to approximately RMB6,586,994,000). New Grade Group was
engaged in property investment in Hong Kong through its direct
wholly-owned subsidiary and thus regarded as acquisition of
assets and liabilities. The acquisition was completed on 29
December 2017.

e VI HRAR MR

34. FE=
Hiat - (&)

(i)  RBABRETBREERERBRE - ARRETHEK
BARIBER T DIRERE BE - EZARBR
BUBR AN o bt {5 45 75 i h BT B8 2 AR AR o B E B £R
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35. ERWENREBATNWBEERERE
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KB HFTRM - ZEBRAR(RAR—HEE
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A +—HB & Greater Honour Limited (J&IZ AN
EBZE=H  EABEH)RNEEEBAR
RAI(BIRAEBZE=F ' EAEHER
NN BEW#® Bt =EBARAAEK
4 BE S - MGreater Honour Limited {514 @
i & & # FENew Grade Investments Limited
([New Grade]) B 21T 25008 A% 17 -
BE2HEBITRA ; EREEEZ2ENBEA
&) » Olinda Limited ([Olinda]) (JA 578 New
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35. ACQUISITIONS OF ASSETS AND LIABILITIES THROUGH

ACQUISITION OF SUBSIDIARIES (contd)

(a) (Cont'd)

(a)

Assets and liabilities recognised at the date of acquisition:

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

(%)

RUEE B iRz EER BLE

35. ZRWEHBARVBEERER®

RMB’000
ARETT
Investment properties TEY 6,586,892
Other receivables H b pEUGRIE 96
Bank balances SRITHEER 6
Net assets acquired BEWEEEFE 6,586,994
Total consideration: BRE -

RMB’000
ARETTT
Cash consideration paid BEfBEERE 4,518,142
Consideration payable (note 29) FERRE(H7229) 2,068,852
6,586,994

Net cash outflow arising on acquisition: U BE S PR M9 3R & 7T HH VR AR
RMB’000
ARETIT
Cash consideration paid EfEERE 4,518,142
Less: Bank balances acquired B BUERIRTTAE R (6)
4,518,136

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017



Notes to the Consolidated Financial Statements

For the year ended 31 December 2017
HE_T +tF+-A=1+—ALFE

e VI HRAR MR

35. ACQUISITIONS OF ASSETS AND LIABILITIES THROUGH 35. EBWBHBARNKBEEREE @

ACQUISITION OF SUBSIDIARIES (contd)

(b)  As detailed in the announcements issued by the Company dated (b) HWUWARBTR-_Z—RFLA=+H —FT—
30 July 2015, 13 August 2015 and 22 March 2016, Jianmai AFENAT=AR=FE—"F=A=+=H7
Limited, an indirect 75%-owned subsidiary of the Company as BERAERL - R —RFEA=1TH "
the purchaser entered into an acquisition agreement on 30 July SBAERAT(ARRHEEEE75%E R 2 M
2015, with Hanison Construction Holdings (BVI) Limited, an BT fEAE A )EHHanison Construction
independent third party to the Group as the vendor and Sanney Holdings (BVI) Limited CBMAAEE 2 E =
Limited, an independent third party to the Group as vendor's F O EABER)RBEBRAR(BIYIRASE
guarantor pursuant to which Jianmai Limited conditionally agreed B2E=F ERBEH ZER7T)FT L MER
to acquire from the vendor the entire issued share capital in =B SBERAFAKEREME K
Wisdom Concept Development Limited (“Wisdom Concept”) BIENZERAR AR ]) 2 2H 2 BTR
for an aggregate consideration of HK$710,000,000 (equivalent AN 4R B A710,000,0005 TT(HBERAR
to RMB606,837,000). Wisdom Concept is engaged in property #606,837,0007T) - BB R B BN EW %3
development in Hong Kong of which the main asset is a land R BEXZEERFERE M - Bl - ZIK
held for development and thus the acquisition was regarded BEEERASRBUE —HNBARWBEE
as acquisition of assets and liabilities through acquisition of a kaE -  ZWBEER T —"F=-A=+=
subsidiary. The acquisition was completed on 22 March 2016. HIEM °
Assets and liabilities recognised at the date of acquisition: RUEE R R EERALE ¢

RMB’000

ARETFT

Properties under development for sale BERPGEYE 606,906

Other receivables H At fEGRIE 6

Accruals, deposits received and other payables EErER - Bl e R EMERRIE (75)

Net assets acquired BEWEEEFE 606,837
Net cash outflow arising on acquisition: W B A 2R /3R & 7 1 VB

RMB’000

ARETFIT

Cash consideration paid ERBREERE 606,837

36. DISPOSAL OF A SUBSIDIARY 36. HEMHB QT

On 26 April 2016, the Group as the vendor entered into a sale and
purchase agreement with Huizhou Manha Real Estate Development
Co., Ltd., an independent third party of the Group, as the purchaser
to dispose of the entire equity interest in a wholly-owned subsidiary,
Huizhou LVGEM Real Estate Development Co., Ltd. (“Huizhou LVGEM”)
at a consideration of RMB54,798,000. Huizhou LVGEM was engaged in
property development in Huizhou, the PRC. The disposal was completed
on 10 August 2016.

R-ZZE—XNEMA-+H AEB(HEAEH )R
BT EREHERBEERAR(BINAEEZE
=h  EBERIVEERE  WHEZ2EHNEBA
AEMNGESEREHNERZEERAR(EMESDHE
ERRSHE - (B A AREES4,798,0007T © B4R SR
FRBEMEEMEZE ZHEFTER-_Z—X~F
NA+HEZ/K -
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For the year ended 31 December 2017
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36. DISPOSAL OF A SUBSIDIARY (cont'a) 36. HEMBQT @
Net assets of the above subsidiary at the date of disposal were as follows: REERE  FlNBARMEEFENT -
RMB’000
ARETT
Net assets disposed of: EHEEEFE :
Properties under development for sale BERPFEYX 36,419
Bank balances and cash RITER RIS 39
36,458
Gain on disposal of a subsidiary (included in “other HE—RWEB AR (GEAT HAalA -
income, other gains and losses”) Hobas R EE ) 18,340
Total consideration @RE 54,798
An analysis of the net cash inflow of cash and cash equivalents in FRLESFENReRRSSEMRERNFES
respect of the disposal is as follows: T :
RMB’000
AREFIT
Total cash consideration received BBReRE 54,798
Bank balances and cash disposed of EHERITERRIES (39)
Net cash inflow on disposal HENRESRAFRE 54,759
37. SHARE-BASED EMPLOYEE COMPENSATION 37. LR XN HE S

The share option scheme adopted by the Company on 14 November
2005 expired on 13 November 2015. On 2 June 2016, the Company
adopted a new share option scheme (the “Scheme”) at the annual
general meeting of the Company held on 2 June 2016.

The Scheme is a share incentive scheme and is established to recognise
and acknowledge the contributions or potential contributions of the
eligible participants to the Company and/or any of the subsidiaries.
Eligible participants will have the opportunity to obtain shares of
the Company with a view to incentivize and reward their respective
contributions to the Company and/or any of the subsidiaries.

Pursuant to the Scheme, the board of directors may, at its discretion,
invite any executive or non-executive directors including independent non-
executive directors or any employees (whether full-time or part-time) of the
Company, its subsidiaries and associated companies; any discretionary
objects of a discretionary trust established by any employees, executive
or non-executive directors of each member of the Group or its associated
companies; any consultants, professional and other advisers to each
member of the Group or its associated companies (or persons, firms or
companies proposed to be appointed for providing such services); any chief
executives or substantial shareholders of the Company; any associates of
any director, chief executive or substantial shareholder of the Company; and
any employees (whether full-time or part-time) of substantial shareholders
of the Company, provided that the board of directors may have absolute
discretion to determine whether or not one falls within the above categories,
(together, the “Participants” and each a “Participant”), to take up options
(“Option(s)”) to subscribe for shares at a price determined in accordance
with the paragraph below.
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37.

SHARE-BASED EMPLOYEE COMPENSATION (contd)

In determining the basis of eligibility of each Participant, the board of
directors would take into account such factors as the board of directors
may at its discretion consider appropriate.

The Scheme shall be valid and effective for a period of ten years
commencing on the date on which the Scheme is adopted, after which
period no further Options will be granted but in all other respects the
provisions of the Scheme shall remain in full force and effect, and
Options which are granted during the life of the Scheme may continue to
be exercisable in accordance with their terms of grant.

The exercise price of a share in relation to each Option granted under
the Scheme shall be a price solely determined by the board of directors
and notified to a Participant and shall be at least the highest of:

(a)  the closing price of the Company’s shares as stated in the Stock
Exchange’s daily quotations sheet on the business day on which
an offer is accepted by the grantee or if such date of acceptance
by the grantee is not a business day, the immediately preceding
business day;

(b)  a price being the average of the closing prices of the Company’s
shares as stated in the Stock Exchange’s daily quotations sheets
for the five business days immediately preceding the date on
which an offer is accepted by the grantee (provided that the new
issue price shall be used as the closing price for any business
day falling within the period before listing of the shares where the
Company has been listed for less than five business days as at the
date on which an offer is accepted by the grantee); and

(c)  the nominal value of a Company’s share.

The total number of shares, which may be issued upon exercise of all
Options to be granted under the Scheme and any other share option
scheme of the Company shall not in aggregate exceed 10% of the total
number of shares in issue on the date of commencement of dealings in
the shares on the Stock Exchange (“Scheme Mandate Limit”), unless
the Company obtains an approval from its shareholders. Options lapsed
in accordance with the terms of the Scheme will not be counted for the
purpose of calculating such 10% limit.

Notwithstanding any other provisions of the Scheme, the maximum
number of the shares which may be issued upon exercise of all
outstanding Options granted and yet to be exercised under the Scheme
and any other share option schemes of the Company shall not exceed
30% of the total number of shares in issue from time to time.

37.
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37.

For the year ended 31 December 2017

HE-_Z—+F+-_RA=1—HILFE
SHARE-BASED EMPLOYEE COMPENSATION (cont'a) 37. UM Z{THIEEH M »)
Unless approved by the shareholders, the total number of shares issued ﬁ‘%iﬂ%%iﬁt)& RER+ @A BHEETER T
and to be issued upon exercise of the Options granted to each participant 2EENBRE(REDITERHMRITENRER
(including both exercised and outstanding Options) in any 12-month *E)ﬁﬁﬁ?*ﬂ&ﬁ—r%%é‘ﬂﬂ’]ﬁx{‘ﬁ@ o TNEHBEARE
period shall not exceed 1% of the total number of shares in issue. TR BEHIL% ©
Offer of an option (“Offer”) shall be deemed to have been accepted by F2REE([FAZFA D) LIRRZ T2 IE R ENE
any Participant (the “Grantee”) who accepts an Offer in accordance BREBHTELY])  BIREAZMRELN  MEHE
with the terms of the Scheme and the option to which the Offer relates T%ME,%’UE‘\JE%’UEEUZKEE%T?/\%%%% C WA
shall be deemed to have been granted and to have taken effect when ﬂVEtH%i’JE‘.? H#E30H K » SRR ATEEME
the duplicate of the offer letter comprising acceptance of the Offer P& AE B 78 R AR A B) 2 £511.0078 T VB A 3% H B R AE 1Y
duly signed by the Grantee together with a remittance in favour of the KE®% - Eﬁi fx’]ﬁ?’?E’]%HQ%EW&’&EE&&IE
Company of HK$1.00 by way of consideration for the granting thereof is e
received by the Company within 30 days from the date upon which the
Offer is made.
On 28 June 2016, the Company granted share options under the REZZE—RERNAZTNR  KAAIREZE SR
Scheme to certain Participants which will enable the Grantees to ++¥%Eﬁ%&ﬁﬁﬁﬁ§3% FAIR ABESR B AR R
subscribe for a total of 285,800,000 ordinary shares of HK$0.01 each in & 7N FB & 285,800,000 I E1E0.01/E T A &8
the share capital of the Company. A% o
Details of the Options granted by the Company pursuant to the Scheme ARARRBZTEEREHER —E—tF+ A=+
and the Options outstanding as at 31 December 2017 and 31 December —BARZE-RFTZA=T—HRERITEOER
2016 are as follows: BT :
Number of options
BREHA
Balance at Transfer Granted Exercised Lapsed Balance at Exercise
Exercisable 1 January during during turing during 31 December price per
Date of grant period 2017 the year the year the year the year 2017 share
(do/mmyyyy)  (defmmiyyyy) HKS
RZB-t# RZB-tf
-A-H t2A=t-
REEH 8 Ms  REARER  REARE  RERGE  RERXH RV KT
(B/B/%) (B/R/%) B
Executive directors (Note 1) #EE(Wi1) 28/06/2016  26/06/2016t0 15,600,000  (1,650,000) - = - 13,950,000 1.846
21/06/2026
Executive directors (Note 2) #EE(H) 268/06/2016  28/06/2017t0 15,600,000 1,350,000 - - (3,000,000 13,950,000 1.846
21/06/2026
Executive directors (Note 3) #EE(NE3) 26/06/2016  28/06/2018t0 20,800,000 1,800,000 - - (4,000,000 18,600,000 1.846
21/06/2026
Employees (Note 1) BE(Wi1) 28/06/2016  28/06/2016t0 70,140,000  (1,350,000) = (300,000) - 68,490,000 1.846
21/06/2026
Employees (Note 2) BE(Wx2) 28/06/2016  28/06/2017t0 70,140,000  (1,350,000) = (300,000) - 68,490,000 1.846
21/06/2026
Employees (Note 3) BEW23) 26/06/2016  28/06/2018t0 93,520,000  (1,800,000) = = (400,000 91,320,000 1.846
21/06/2026
Others (Note 1) Rtz 28/06/2016  28/06/2016 to - 3,000,000 - - - 3,000,000 1,846
21/06/2026
285,800,000 - = (600,000 (7,400,000) 277,800,000
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37. SHARE-BASED EMPLOYEE COMPENSATION (conta) 37. ARG EESMH =
Number of options
BRESA
Balance at Granted Exercised Lapsed Balance at Exercise
Exercisable 1 January during during during 31 December price per
Date of grant period 2016 the year the year the year 2016 share
(ddfmmiyyyy) — (dd/mmiyyyy) HKS
RIE—E RZF-HNE
-A-A t-B=t-R
RiLAH il Mgk RERRL O RERTE REREN miEs  BROEE
(B/B/%) (B/R/%) AT
Executive directors (Note 1) e (M) 28/06/2016  28/06/2016 to - 15,600,000 - - 15,600,000 1.846
2710612026
Executive directors (Note 2) #EE(H) 210612016 28/06/2017 to - 15,600,000 - - 15,600,000 1.846
2710612026
Executive directors (Note 3) WIEE(AS) 28/06/2016  28/06/2018 to - 20,800,000 - - 20,800,000 1.846
2710612026
Employees (Note 1) R 210612016 28/06/2016 o - 70,140,000 - - 70,140,000 1.846
2710612026
Employees (Note 2) EEZ) 210612016 28/06/2017 to - 70,140,000 - - 70,140,000 1.846
2710612026
Employees (Note 3) UGS 28/06/2016  28/06/2018 o - 93,520,000 - - 93,520,000 1.846
2710612026
- 285,300,000 - - 285,800,000
Note 1:  The options were vested immediately on the date of grant. HiaEl - BERRREREL B BRI B
Note 2:  The options granted are subject to the vesting period from the date of K2 . FIREMNBRESZAEREABRBRE-T—LFX
grant up to 27 June 2017. A=+tR1tZHBEBEFTHRR
Note 3:  The options granted are subject to the vesting period from the date of MaE3:  FREONBEREZERLBHEE—T—/\FX
grant up to 27 June 2018. A=+tR1tZBEBEFTHRR
Note 4:  The weighted average share price at the dates of exercise for share Htit4 - HAREFTEERES B 2 IETHRE AT
options during the year was HK$2.25 per share. 2.2578 7T °
The closing price of the Company’s shares immediately before 28 June AREBROREBEE -_ZT—"ENA-+N\BUERHA
2016, the date of grant, was HK$1.820. H)RIM IR EA1.8207 7T ©
There is no performance condition for the Options to vest. BRI R IN(GEE T B -
The fair values of the Options determined at the date of grant using the REHBEHA - EAETEERE TR EIRRE
Binomial Option Pricing Model were HK$276,156,000 (equivalent to A 7t B 8 /276,156,000 t(H & R4 A K &
approximately RMB236,030,000). During the year ended 31 December 236,030,0007T) c HE-_E—+EFE+-_HA=+—
2017, the Group recognised the total expense of RMB80,408,000 (2016: HIFEE  AEBBRAATZEH 2 BIREERE
RMB128,404,000) in relation to share options granted by the Company. Bl X AR #80,408000L( Z T —NF: AR

128,404,0007T) °
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37.

38.

SHARE-BASED EMPLOYEE COMPENSATION (contd)

The following assumptions were used to calculate the fair values of share
options on 28 June 2016:

Grant date share price HK$1.820
Exercise price HK$1.846
Expected life 810 10 years
Expected volatility 64.787%
Dividend yield 0.55%

Risk free interest rate 0.965%

The Binomial Option Pricing Model has been used to estimate the fair
value of the options. The variables and assumptions used in computing
the fair value of the share options are based on the best estimate of the
directors of the Company. Changes in variables and assumptions may
result in changes in the fair value of the Options.

RETIREMENT BENEFIT SCHEME
Hong Kong

The Group has joined a Mandatory Provident Fund Scheme (the
“MPF Scheme”) for its employees in Hong Kong. The MPF Scheme is
registered with the Mandatory Provident Fund Scheme Authority under
the Mandatory Provident Fund Scheme Ordinance. The assets of the
MPF Scheme are held separately from those of the Group in funds
under the control of an independent trustee. Under the rule of the MPF
Scheme, the employer and its employees are each required to make
contributions to the MPF Scheme at rates specified in the rules. The only
obligation of the Group with respect to the MPF Scheme is to make the
required contributions under the MPF Scheme.

The retirement benefit scheme contributions arising from the MPF
Scheme charged to the consolidated statement of profit or loss represent
contributions payable to the funds by the Group at rates specified in the
rules of the scheme.

The PRC

The employees of the Group’s subsidiaries in the PRC are members of a
state-managed retirement benefit scheme operated by the government of
the PRC. The subsidiaries are required to contribute a certain percentage
of the salaries of their employees to the state-managed retirement benefit
scheme. The only obligation of the Group with respect to the retirement
benefit scheme is to make the required contributions under the scheme.

During the year, the retirement benefit scheme contributions amounted
to RMB20,167,000 (2016: RMB12,857,000). No forfeited contributions
have been used to reduce the level of contributions in both years.
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39.

40.

CAPITAL RISK MANAGEMENT

The Group’s primary objectives when managing capital are to safeguard
the Group’s ability to continue as a going concern, so that it can continue
to provide returns for shareholders and benefits for other stakeholders,
by pricing properties commensurately with the level of risk and by
securing access to finance at a reasonable cost.

The Group manages the capital structure and makes adjustments to it in
the light of changes in economic conditions and the risk characteristic of
the underlying assets.

The Group monitors capital on the basis of the net debt to equity ratio.
For this purpose the net debt is defined as borrowings less cash and
cash equivalents. The Group’s goal in capital management is to maintain
a net debt to equity ratio at a reasonable level. In order to maintain
or adjust the capital structure, the Group may adjust the amount of
dividends paid to shareholders, issue new shares, return capital to
shareholders, raise new debt financing or sell assets to reduce debts.

The Group’s overall strategy in capital management remains unchanged
from prior year.

FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES

39.

40.

e VI HRAR MR

EXEREE

AEEEREANTIZEARSREAEEAFEL
BEEN - PATEN R BCR IR @ R N A E A R 2 48 RE
RN - DEBRKRARKFEEYEE
& MAREERAETRE

AR EIR BB R T RADH A E BRI
ERAAR ML (E B -

AREBRFEEERL RNEEERELER o gt
s FEENEEREERRSRASEEY -
AEBEAEEMNBRERFEBEERLTHHN
BEAKT - RERSHIFHBEANERE  AEEAH
R TR ERE - BTG RERAE
THRR  SEHEBRENHEEEME -

BLEFER  FAEBEAEENBERRBERSTE -
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Categories of financial instruments @I AER
2017 2016
—E—tF —ERF
RMB’000 RMB’000
AR¥TT ARETTT
Financial assets SREE
Loans and receivables (including bank BERREWE(BIERITESNAS)
balances and cash) 7,514,221 5,845,479
Financial assets at FVTPL BARBEFABZZEMEE 150,000 200,000
AFS investments A ERE 444,259 561,048
Financial liabilities - S=N
Financial liabilities measured at amortised cost REEN AT ENSRIAE 22,202,042 13,227,074
Derivative financial instruments TTESmT A 111,078 120,496

The Group is exposed to a variety of financial risks: currency risk,
interest rate risk, price risk, credit risk and liquidity risk. The Group’s
overall risk management focuses on unpredictability of financial
markets and seeks to minimise potential adverse effects on the Group’s
financial performance. The Group currently does not have any written
risk management policies and guidelines. However, the directors of
the Company meet periodically to analyse and formulate strategies to
manage and monitor financial risks.

The Group is not engaged in the trading of financial assets for speculative
purposes. The most significant financial risks to which the Group is
exposed are described below.

AEEAZZEWBRR : E%EAR - FXER -
EBRER  FERREEBDESRER - REEME
BEREESHAENSRM SN NATRAN ¥
REHAEERBRBANBEINZERERE -
REEBRE W REFBXNREREZRRKLES -
AM - ARBAEEEHEFAEHE - U RbIERE
HEAE I R BT RE

AEETEEENREAEBRNEREEES - A
SEMMEH N REEVHRLREINWT
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40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (conta)

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

40. HBEBEENBERRBE®)

40.1 Currency risk 40.1 E%ER
Certain subsidiaries of the Company have foreign currency ARRETHBRARZ B EEN A BIAINE
denominated monetary assets and liabilities, which expose the FHE - MAEBEEBRINERR o ANEEHRRI
Group to foreign currency risk. The Group currently does not have EERINERR 2 BUR - A BEEERY)
a policy to hedge the foreign currency exposure. However, the EABINERE - WREREREZEERI
management monitors the related foreign currency fluctuation [ERHEI A H A R E RINE R o
closely and will consider entering into foreign exchange forward
contracts to hedge significant portion of the foreign currency risk
should the need arise.
The carrying amounts of the Group’s foreign currency denominated REBLVINESEHEC EREEREE B ERR
monetary assets and monetary liabilities at the reporting date as LHHZRABEMT ¢
follows:
Assets Liabilities
BE 8f&
2017 2016 2017 2016
—E—tF —E—RF —E—tF —E—RF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTFT AR¥T ARETT
us$ ETT 78,760 332,423 705,250 746,227
HK$ BT 132,086 123,741 825,193 672,983
Sensitivity analysis R ST

The Group is mainly exposed to the currency of US$ and HKS$.

The following table details the Group’s sensitivity to a 5% increase
and decrease in RMB against the relevant foreign currency.
5% is the sensitivity rate used when reporting foreign currency
risk internally to directors of the Company’s assessment of the
reasonably possible change in foreign exchange rates.
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40. FINANCIAL RISK MANAGEMENT POLICIES AND

e VI HRAR MR

BHEEREBEENBRERAB &4a)

OBJECTIVES (conta)
40.1 Currency risk (Cont'd) 40.1 E¥ERK(E)
Sensitivity analysis (Cont'd) BURE ST (4E)
The sensitivity analysis includes only outstanding foreign currency BREDMEBEAINEITE 2 MRS E
denominated monetary items assuming the balances at the HE (BRI EHAREHNEAFEERLEE) -
end of the reporting period outstanding for the whole year and A G 45 B LA NS B SR B B 5 % 1 IE 3 F % o
adjusts their translation at the year end for a 5% change in foreign T Z EEE T R AR KA BINE B
currency rates. A positive number below indicates an increase in 5% - BRI EMIEMN - ARKE R GEINE
profit where RMB strengthen 5% against the relevant currency. BZ(ES%KF - BAHEKEEREARFZE - M
For a 5% weakening of RMB against the relevant currency, there ToEEeRIG R B E
would be an equal and opposite impact on the profit, and the
balances below would be negative.
2017 2016
—E—+tF —T—RF
RMB’000 RMB’000
ARETR ARETFT
us$ b
Profit or loss B 23,493 15,518
HK$ BT
Profit or loss B 25,992 20,597
In the management’s opinion, the sensitivity analysis is EEERA  ARFRERTRERFEANRE -
unrepresentative of the inherent foreign exchange risk as the year MR E DT RBER R AERINE R
end exposure does not reflect the exposure during the year.
40.2 Interest rate risk 40.2 FIEE

The Group has significant borrowings (see note 30 for details)
with floating interest rate which are exposed to cash flow interest-
rate risk. Certain bank loans and certain other borrowings, certain
restricted bank deposits, certain bank balances, convertible bonds
and senior notes and bond carried at fixed rates which expose the
Group to fair value interest rate risk. During the year, the Group
has not hedged its cash flow and fair value interest rate risks.

Sensitivity analysis

The sensitivity analysis below has been determined based on
the exposure to interest rates for variable-rate borrowings at the
end of the reporting period. The analysis is prepared assuming
the amount of liability outstanding at the end of the reporting
period was outstanding for the whole year. A 50 (2016: 50) basis
point increase or decrease is used when reporting interest rate
risk internally to directors of the Company’s assessment of the
reasonably possible change in interest rates.

AEEBLNFENEFENEREE(FRER
MIFE30) AR B e REFN @R - & TRITE
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TRITHS  TRRESZRESBAERERE
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50) BB - RRARAEFLFIHA

AL Z BB 2 3Pk -

#2(FEIBEREERAR
- FFR



Notes to the Consolidated Financial Statements

e VI HRAR M

40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (conta)

40.2

40.3

Interest rate risk (Cont'd)
Sensitivity analysis (Cont’d)

If interest rates had been 50 (2016: 50) basis points higher/lower
and all other variables were held constant, the Group’s post-
tax profit for the year would decrease/increase by approximately
RMB20,298,000 (2016: RMB15,635,000), net of interest that
would be capitalised in accordance with the Group’s accounting
policy.

Sensitivity analysis on bank deposits is not presented as the
directors of the Company consider that the Group’s exposure to
interest rate fluctuations on bank deposits is insignificant.

Credit risk

As at 31 December 2017, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to failure to discharge an obligation by the counterparties and
financial guarantees provided by the Group is arising from the
carrying amounts of the respective recognised financial assets as
stated in the consolidated statement of financial position and the
amount of contingent liabilities in relation to financial guarantees
issued by the Group as disclosed in note 44.

The Group’s credit risk is primarily attributable to its accounts
and other receivables, amount due from a joint venture, related
companies and non-controlling interests, and amount of
contingent liabilities in relation to the financial guarantees provided
by the Group. The amounts presented in the consolidated
statement of financial position are net of allowances for bad and
doubtful debts, estimated by the Group’s management based on
prior experience and their assessment of the current economic
environment.

The Group has no significant concentration of credit risk, with
exposure spread over a large number of counterparties and
customers, except for amounts due from a joint venture, related
parties and non-controlling interests of RMB738,206,000 (2016:
RMB892,055,000) in aggregate at 31 December 2017. The
credit risk on liquid funds and the money market funds is limited
because the funds have been deposited or contracted with various
creditworthy financial institutions located in Hong Kong and the
PRC.

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination of
credit limits, credit approvals and other monitoring procedures
to ensure that follow-up action is taken to recover overdue debts.
In addition, the Group reviews the recoverable amount of each
individual trade debt, amounts due from a joint venture, related
parties and non-controlling interests at the end of the reporting
period to ensure that adequate impairment losses are made for
irrecoverable amounts.
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40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (contd)

40.3

404

Credit risk (Cont'd)

For properties sold, the Group typically provides guarantees to
banks in connection with the purchasers’ borrowing of mortgage
loans to finance their purchase of the properties for an amount
up to 70% of the purchase price of the individual property. If
a purchaser defaults on the payment of its mortgage during
the period of guarantee, the bank holding the mortgage may
demand the Group to repay the outstanding loan and any interest
accrued thereon. Under such circumstances, the Group is able
to forfeit the sales deposit received and resell the repossessed
properties. Therefore, the management considers the Group
would likely recover any loss incurred arising from the guarantees.
The management considers the credit risk exposure to financial
guarantees provided to property purchasers is limited because the
facilities are secured by the properties and the market price of the
properties is higher than the guaranteed amounts. In this regard,
the directors of the Company consider that the Group’s credit risk
is significantly reduced.

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate
by the management to finance the Group’s operations and
mitigate the effects of fluctuations in cash flows. In the opinion
of the directors of the Company, the Group does not have any
significant liquidity risk exposure.

The Group’s policy is to regularly monitor its liquidity requirements
to ensure that the Group maintains sufficient reserves of cash
to meet its liquidity requirements in the short and longer term
financial liabilities.

The following table shows the remaining contractual maturities
at the end of the reporting period of the non-derivative financial
liabilities, based on undiscounted cash flows (including interest
payments computed using contractual rates or, if floating, based
on current rates at the end of the reporting period) and the earliest
dates the Group can be required to pay.

Specifically, for term loans which contain a repayment on demand
clause which can be exercised at the bank’s sole discretion, the
analysis shows the cash outflows based on the earliest period
in which the Group can be required to pay, that is if the lenders
were to invoke their unconditional rights to call the loans with
immediate effect. The maturity analysis for other bank borrowings
is prepared based on the scheduled repayment dates.

For derivative financial instruments to be settled on a net basis,
undiscounted net (inflows) and outflows are presented.
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40. FINANCIAL RISK MANAGEMENT POLICIES AND

OBJECTIVES (conta)

40.4 Liquidity risk (Cont'd)

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

40. HBEBEENBERRBE®)

404 RBESRER(E)

Total
Weighted Less than After 1 After 2 contractual
average 1 year year hut years but undiscounted
effective oron less than less than After cash Carrying
interest rate demand 2 years 5 years 5 years flows amount
FTREH
mEEHS  —FRE -F0E WENL ReRE
BRAE RER  WENMA DN %% L] REE
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR ARETT ARETR
2017 E-tF
Non-derivative financial liabilities FiESREsE
Accounts payable ERER - 600,037 - - - 600,037 600,037
Accruals and other payables JEst B R R AR FIE - 2803224 - - - 2803224 2803224
Bank and other borrowings RITRAMEE 580 4288874 2513647 5410440 3,302,204 15515255 12,958,277
Senior notes and bond BEAZERES 751 405,781 405,781 5,782,278 - 6593840 5,250,854
Debt component of convertible bonds Rk ES 2 EHHH 19.98 693,260 - - - 693,260 589,650
Financial guarantee contracts (note 44)  BITHERA D (Hit44) - 379,165 - - - 319,165 -
9,170,341 2919428 11,192,718 3,302,294 26,584,781 22,202,042
Derivatives - net settlement fTETE-FELE
Derivative financial instruments ITEERTA - 111,078 - - - 111,078 111,078
2016 ZE-RE
Non-derivative financial liabilities FHiESRaRE
Accounts payable JERER - 921438 = = - 91438 921438
Accruals and other payables JEFTE R REMENTIR - 20617 108,566 = - 329183 329183
Bank and other borrowings FIREMES h62 4000624 2390298 1,611,149 1849577 9851648  8764,256
Senior notes and bond BERERES 650 169000 169,000  3,093930 - 3431930 2586467
Loans from non-controlling interests FERERER = 66,544 = = = 66,544 66,544
Debt component of convertible bonds AR ES 2 EBSD 19.98 38,177 727,707 = = 765,884 559,186
Financial guarantee contracts (note 44) ~ BITSIERA X (fit44) - 247949 - - - 2479495 =
78%8% 339571 4705079 1849577 17846122 13,227,074
Derivatives - net settlement fTETE-BELE
Derivative financial instruments fTESBIE - - 120,49 - - 120,496 120,49

The amounts included above for financial guarantee contracts
are the maximum amounts the Group could be required to settle
under the arrangement for the full guaranteed amount if that
amount is claimed by the counterparties to the guarantee. Based
on the expectation at the end of the reporting period, the Group
considers that it is more likely than not that no amount will be
payable under the arrangement. However, this estimate is subject
to change depending on the probability of the counterparties
claiming under the guarantee which is a function of the likelihood
that the financial receivables held by the counterparties which are
guaranteed suffer credit losses.
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40. FINANCIAL RISK MANAGEMENT POLICIES AND
OBJECTIVES (contd)

40.4

40.5

Liquidity risk (Cont'd)

The table that follows summarises the maturity analysis of term
loans with a repayment on demand clause based on agreed
scheduled repayments set out in the loan agreements. The
amounts include interest payments computed using contractual
rates. As a result, these amounts were greater than the amounts
disclosed in the “on demand” time band in the maturity analysis
above. Taking into account the Group’s financial position, the
directors do not consider that it is probable that the banks will
exercise their discretion to demand immediate repayment.
The directors believe that such term loans will be repaid in
accordance with the scheduled repayment dates set out in the
loan agreements.
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40. IBEREENBEEREE®)

404

REE SRR (E

TR G RERKERGEROERETIRE
RIS R EER R HNE B D - &
FLRERRAONRAENFEHE - B
It ZESEEA LFEB ST HRER K
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Maturity analysis of term loans subject to a repayment on demand Mﬁﬁiﬁ%gﬁ%ﬁiﬁﬂ%ﬁﬁ’qi%@%ﬂfﬁ%i‘%ﬁx B
clause based on scheduled repayments is as follows: HEBIMAE DA :
Total
On Less than 6to 1to5  undiscounted Carrying
demand 6 months 12 months years cash flows amount
~ERE RFRRE
RER  SRAER +=f8A —FZRF RELHE BREE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
ARETT ARBTT ARETT ARBTT ARETT ARETx
31 Decemher 2017 —E—tF+=A=+—H - 91,691 41,858 - 133,549 131,236
31 December 2016 =—F—X~F+=-A=1+—H 249 43,902 45217 - 89,368 87,609
Price risk 405 EHEER

The Group is exposed to price risk in connection with available-
for-sale investments, which are listed equity securities in the
PRC. The Group closely monitors the fluctuation of the prices
and assesses the impact on the Group’s consolidated financial
statements.

If prices of equity securities have been 5% higher/lower and
all other variables were held constant, the Group’s investment
revaluation reserve would increase/decrease by approximately
RMB16,660,000 (2016: RMB21,039,000).

The Group is also exposed to other price risk arising from the
outstanding derivative financial instruments with predetermined
maturity date. The fair value of these derivative financial
instruments is calculated using the Binomial Option Pricing Model
detailed in note 31.

However, the management considers that the sensitivity analysis
is unrepresentative of the inherent market risk as the pricing
model used in the fair value valuation of these derivative financial
statements which involves multiple variables are interdependent
and the Company’s exposure to fluctuation of the fair value is
minimal.

The Group'’s exposure to other price risk for other financial assets
(as disclosed in note 25) and derivative financial instruments (as
disclosed in note 31) are is not included in the above analysis as
the management considers that such exposure is insignificant.
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For the year ended 31 December 2017
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40. FINANCIAL RISK MANAGEMENT POLICIES AND 40. BiBEREENBERBEE®)

OBJECTIVES (conta)

406 LRIEWNAAEETE

40.6 Fair value measurement of financial instruments
A REEEASENAEEZEEMEAE
RermBEARBENER -

This note provides information about how the Group determines
fair values of various financial assets and financial liabilities.

my Bt

Some of the Group’s financial instruments are measured at fair
value for financial reporting purposes. In estimating the fair value,
the Group uses market-observable data to the extent it is available.
Where Level 1 inputs are not available, the Group engages third
party qualified valuers to perform the valuation. The finance team
of the Group works closely with the qualified external valuers to
establish the appropriate valuation techniques and inputs to the
model.

Fair value of the Group’s financial assets and financial liabilities
that are measured at fair value on a recurring basis

Some of the Group’s financial assets and financial liabilities are
measured at fair value at the end of each reporting period. The
following table gives information about how the fair values of
these financial assets and financial liabilities are determined (in
particular, the valuation technique(s) and inputs used).

Fair value as at 31 December

RYBHRERNME - AREHO SR TAT
BARBERE - EhFAREEE - AKE
RIS RS E N (E A M5 A BR BUR o W
E—RWARE  NEESZRRE=FEER
HEMMETHE - ARBEHBEERES BRI
SAEMEESME  EARER 2 hERM
RAEEL 2 i NI -

BB B EURNA BIEFENARE T HE
ERTHRENALIEE

FEELOeMEERSHEENSHRENR
BARBERE  TRIEHEHNAEEZE
ERMEENERABEANBENER(LER
FRER A MO E R R s A BR) o

RT=A=t-BHAREE

Financial assets/ SRBE/ Fair value Valuation technique(s) Significant unobservable
financial liabilities SHEE 2017 2016 hierarchy and key input(s) input(s)
ZE-tE T DMEBESR RERGRIEBAHE IEFTEERAYE
RMB'000 RMB000
ARETT ARETR
Derivative financial instruments  $T4 €& T A 111,078 1204%  Level3 Binomial option pricing model  Volatility of the share prices
E=M The fair value is estimated determined by reference to the
based on the risk free rate, historical share prices of the
discount rate, share price, Company (Note).
volatility of the share prices of
the Company, dividend yield
and exercise price.
“EAHRTERS B2ZRNTRLREEEEN
DRABEDEERRTE & REREMGL) -
BE - RE  ARARER
B REXRITEEET -
Other financial assets Ao RAE 150,000 200000 Level 3 Discounted cash flow Internal rate of return of
E=M Future cash flows are estimated underlying assets.
based on expected return,
and the contracted investment
costs, discounted at a rate
that reflected the internal rate
of return of varies underlying
assets .
nHRRSTE REEERDERE
KRR TEENBHRRER
BATARERAEE WK
BT RABEERDEREY
MEF AR o
Available-for-sale investments ~ ATHERE 444,259 561,048 Level Quoted bid price in an active N/A
F— market.

RERMS 2 EAEHE -

=2
&
2|
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40. FINANCIAL RISK MANAGEMENT POLICIES AND 40. BiKEREENBEREBEE®)
OBJECTIVES (contd)

40.6 Fair value measurement of financial instruments (Cont'd) 406 SMTANAABENEGE)
Fair value of the Group’s financial assets and financial liabilities }?@ BIEREL Q/z EET B REL A
= == A\ ¢=::3 =3
that are measured at fair value on a recurring basis (Cont'd) ERZAREH A7 EE )
Note: The higher the volatility of the share prices of the Company, the Mt $QEHQ%;&E@% '\ﬁiﬁﬁ?l’a‘i"jﬁﬁ
higher the fair value of the derivative financial instruments, and vice %%EIJ@T E&Z/W% ° ﬁ%ﬁf’iii\ %Ii
versa. For the volatility of the share prices of the Company used ’*’LET\EE#EFE%%E"JK@ RIRAEIR 8 - 75
in the fair value measurement for derivative financial instruments, SEIME31 -
please refer to note 31.
A sensitivity analysis of significant input on the fair value of other %ﬁtﬁ%%ﬂ%@’&ﬁF%iﬁij(_i@)\%{j%ﬁ@(@@
financial assets is not presented as the management considers AMERZS  RERBRAAVELTE
the impact is insignificant. Re
There is no transfer between different levels of the fair value RREFE - R BEESRE R HERS
hierarchy for both years. B
Reconciliation of Level 3 fair value measurements FEMARBEEFEOHIR
Conversion option derivative
RBBETETR
2017 2016
—E—tF —ZT—RF
RMB’000 RMB’000
AR¥TT ARBFT
Net carrying amount as at 1 January R—HA—BREREFE 120,496 -
Fair value upon issue BITRAAREE - 135,518
Fair value gain recognised in profit or loss RERERN AL BEKE (2,373) (15,022)
Exchange difference X =5 (7,045) -
Net carrying amount as at 31 December R+=—A=1+—BRNEEFE 111,078 120,496
Fair value of financial assets and financial liabilities that are IS B MR E L N A (BB A 2 (8B EH
not measured at fair value on a recurring basis (but fair value AR BEEE)NEHBEEREHBE EHLL
disclosures are required) Ela
Except for the senior notes and bond as detailed in note 32, the MR M 25 Il 2 BER B REHIN - AR
directors of the Company consider that the carrying amounts of RIEERE @ NRA P IRER IR KA
financial assets and liabilities recorded as amortised cost in the RremEERBENRIEREEA L EER
consolidated financial statements approximate to their fair values. Hoe
The fair values of such financial assets and financial liabilities are FHsREERSRABEN AR BEDBEE
determined in accordance with general accepted pricing models REBRERESTMA—RAREBERE
based on discounted cash flow analysis, with the most significant E o HAREZNRASBARMZZEFE
inputs being the discount rate that reflects the credit risk of B f2 g0 RL IR o
counterparties.
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For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

41. RECONCILIATION OF LIABILITIES ARISING FROM 41. ETBHELEZ2EBEYHER
FINANCING ACTIVITIES
The table below details changes in the Group’s liabilities arising from Tﬁﬁ$;ﬁ<§%ﬁ/ﬁ%ﬂ§$2ﬁ%§é Ejl%\‘ ’P]TAE
financing activities, including both cash and non-cash changes. Ififﬁfﬁif%;Wﬂéigé%zﬁfzfﬁf
Liabilities arising from financing activities are those for which cash flows z;‘bfi?z\ﬂ*{%ﬁ i/’ﬂbf§$7‘;@zzf RREMERD
were, or future cash flows will be, classified in the Group’s consolidated BRRAEDReRB RE -
statement of cash flows as cash flows from financing activities.
Dividend Convertible  Senior notes
payables Borrowings bonds and bond Total
BEEE
EBARE B8 TFRRES k&S wE
RMB’000 RMB’000 RMB’'000 RMB’000 RMB’000
ARETT AR®TT ARETT ARBTRE AR®ETT
At 1 January 2017 RZZE—+F—H—H - 8,830,800 559,186 2,586,467 11,976,453
Financing cash flows RE IR R (211,211) 3,635,196 (37,247) 2,470,874 5,857,612
Foreign exchange translation ~ 4NE#RE = (53,171) (39,588) (49,172) (141,931)
Interest expenses F B - 545,452 107,299 242,685 895,436
Dividend declared TR S 211,211 - - - 211,211
At 31 December 2017 RZZE—+F+=-A=+—H - 12,958,277 589,650 5,250,854 18,798,781
42. COMMITMENTS 42. FEiE
(a) Capital and other commitments (a) EBARRHAEE
At the end of the reporting period, the Group has the following REREER - NREBEH AT A
commitments:
2017 2016
—ZT—tF —T—RF
RMB’000 RMB’000
AR®T T ARETT
Contracted but not provided for: BRTAE AR B
—Investment properties under development —EEIREYE 946,265 -
—Properties under development for sale —BRPEFEYE 2,663,904 926,526
—Acquisition of equity interest (Note) — UK BB RS HE (HTaE) 1,890,000 1,890,000
5,500,169 2,816,526
Note: Bt
On 11 November 2016, Zone Asia Investments (HK) Limited (“Purchaser”), RZZE—RE+—A+—H0 58 E(EFEB)ER

an indirect wholly-owned subsidiary of the Company, entered into the sale
and purchase agreement with an independent third party (“Vendor”),
pursuant to which the Vendor has agreed to sell and the Purchaser has
agreed to purchase 100% equity interest in Apex, a company incorporated
in BVI at the consideration of RMB2,100 million, subject to adjustment
mechanism. Apex holds 100% interest in Zhuhai Kaiwei Property Co., Ltd
(“TREEEEEBR/AR]") which is engaged in property development in
the PRC. As of 31 December 2017, the Group has paid 10% of the total
consideration amounting to RMB210,000,000 in exchange for 10% equity
interest in Apex (note 19(b)), which in substance is a deposit paid for
acquisition of land use right. The commitment represents the remaining
90% equity interest, which will be payable after the Vendor obtains local
government approval for the property development project. In case no
government approval is granted, both the Purchaser and Vendor can cancel
the agreement and the Group is entitled to obtain full refund of the deposit
paid from the Vendor.
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For the year ended 31 December 2017
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42. COMMITMENTS (contd)

(b)  Operating lease arrangements

(i) The Group had future aggregate minimum lease receipts

(ii)

under non-cancellable operating leases in respect of land
and buildings which are receivable as follows:

42.

e VI HRAR MR

A&
h) RBRERY

() AEERBTSAHEEEHERK T

FEFHARRREESWALRELT

2017 2016

—ZT—tHF TR

RMB’000 RMB’000

AR¥TT ARETIT

Within one year —FR 452,950 418,318
In the second to fifth years FE_FRF 815,542 781,172
Over five years ZRAF 188,746 183,692
1,457,238 1,383,182

The Group leases out its investment properties under
operating lease arrangements which run for initial periods of
less than one year to fifteen years (2016: less than one year
to eighteen years) or expire at dates as mutually agreed
between the Group and the respective tenants, without
an option to renew the lease terms at the expiry date. The
terms of the leases generally also require the tenants to pay
security deposits.

The Group had future aggregate minimum lease payments
under non-cancellable operating leases in respect of land
and buildings which are payable as follows:

AEERBELEELTH LEEREY
X NERBIN-—FETAF(ZE
—NF AR-FEFNF)RRAE
B SRR P KR W ) B EifEw - 1
I A E A fE W B AT AR R - A
BR—RITRERP A RERE

(i) AKRERBIAIBEHEEHERN T
REFTHRREEESEREENT

2017 2016

—ZT—tF TR

RMB’000 RMB’000

AR¥TT ARETT

Within one year —FR 30,973 21,900
In the second to fifth years E_EREF 109,808 75,552
Over five years ZNAF 96,611 25,137
237,392 122,589

The Group leases a number of properties under operating
lease arrangements which run for initial periods of one year
to fourteen years (2016: one year to eight years) or expire
at dates as mutually agreed between the Group and the
respective landlords, without an option to renew the lease
terms at the expiry date.
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43.

44,

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

PLEDGE OF ASSETS 43. EEEH
At the end of the reporting period, the Group had the following assets REREER - NEBLATEED HIEE -
being pledged.
2017 2016
—E—t5F —T—RF
RMB’000 RMB’000
AR¥TT ARBTFT
Properties under development for sale BREAPGEME 2,735,309 2,329,077
Properties held for sale HEME 60,443 -
Investment properties REYE 13,419,429 8,979,534
Property, plant and equipment E Y & 226,426 273,241
Pledged deposits (note 26) AT (KT 7E26) 1,488,431 1,511,723
17,930,038 13,093,575
CONTINGENT LIABILITIES 44, FAREE

The Group provided guarantees in respect of mortgage facilities granted
by certain banks in connection with the mortgage loans entered into
by purchasers of the Group’s properties. Pursuant to the terms of
the guarantees, if there is default of the mortgage payments by these
purchasers, the Group is responsible to repay the outstanding mortgage
loans together with any accrued interest and penalty owed by the
defaulted purchasers to the banks.

The Group’s guarantee period commences from the date of grant of the
relevant mortgage loan and ends upon the earlier of the buyer obtaining
the individual property ownership certificate and the full settlement of
mortgage loan by the buyer.

The maximum outstanding amount of guarantees given to banks for
mortgage facilities granted to purchasers of the Group’s properties,
at the end of the reporting period is RMB379,165,000 (2016:
RMB2,479,495,000).

The directors of the Company consider that it is not probable that the
Group will sustain a loss under these guarantees, the Group can take
over the ownership of the related properties and sell the properties to
recover any amounts paid by the Group to the banks. The Group has not
recognised any provision for liabilities in respect of these guarantees as
its fair value is considered to be minimal by the directors. The directors
also consider that the fair market value of the underlying properties is
able to cover the outstanding mortgage loans guaranteed by the Group in
the event the purchasers default payments to the banks.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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45. RELATED PARTY TRANSACTIONS
Saved as disclosed elsewhere in these consolidated financial statements,
the Group has the following transactions with related parties during the
year:

(a)  Transactions with related parties

The Group had the following transactions with a related party:

e VI HRAR MR

45. BBAR 5
Bire M BmREMMITAREEN  AEBFA
SRIRE T EITRR BT
(@) EREBTETHRS

AEE BB T AT

2017 2016
—E—tHF ZZT—RF
RMB’000 RMB’000
AR¥TT ARBTFT
Development cost paid to Shenzhen Forsafe  [FEVITIEZZ 2 ZGER A A
System Technology Co., Ltd., (“Forsafe”) (M%&) (—RARIERTT 2%
an entity controlled by an associate of the AT BEE) 22 REKAER
ultimate controlling party 2,054 1,570

Note: As detailed in the announcement issued by the Company dated 24
November 2017, the Company and Forsafe entered into the new
security services agreement to enable Forsafe to continue to provide
security services to the Group from 1 January 2018 to 31 December
2020.

(b)  Balances with related parties

Details of the balances with related parties at the end of the
reporting period are disclosed in the consolidated statement of
financial position and notes 16, 24 and 29.

(c) Key management personnel compensation

The directors are of the opinion that the key management
personnel were solely the directors of the Company. Remuneration
paid to the Company’s directors is disclosed in note 10.

(d)  Securities provided by related parties

In 2016, certain secured bank loans with aggregate amount of
RMB678,000,000 are jointly secured by properties owned by
related companies controlled by Mr. Wong and the Group. All
the securities have been released during the year ended 31
December 2017.

Het : BAARRR -_F—tF+—H - +HBA
2 REFTFL - AR B EE R SRR
R W= AR _E—N\F—A—H
E_ZT_TFT_A=+—BHHREERK
SERHZRR

(b) BB 2 AER
MRS HIR B AR 77 2 AR R B MR & B TSR
IRE RFEL6 ~ 24 R 29 I EE o

(c) EEEBASHMH
BEEZRA IREEAREBEARARES -
ENARREFNHMNFELI0RHEE -

(d) EABE TR ALEYIK IR
MRZZT—RF Bt AR¥678,000,0007T 2
ATABMRITEROAEFELERAEEZEGN
BB ARRE 2 EERRAER - HE—_T—

tET A=+ —BIFE ERNRSH

#2(FEIBEREERAR
- FFR
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For the year ended 31 December 2017
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46. 7R T B AR R &R

COMPANY
2017 2016
=B—tF —EREF
RMB’000 RMB’000
AR¥TT ARETTT
Non-current assets FEREEE
Investments in subsidiaries RSB A R RIEE 3,381,353 3,381,353
Amounts due from subsidiaries FEULHT B A R FIE 9,134,279 8,766,102
12,515,632 12,147,455
Current assets MENEE
Amounts due from subsidiaries A =NGI ERE] 1,183,672 1,013,326
Deposits paid, prepayments and other receivables BN  FARFRIE K H4b fEUEIE 3,347 2,893
Bank balances and cash RITHEHBRIAS 49,110 306,918
1,236,129 1,323,137
Current liabilities mEAE
Accruals and other payables FEETE A R H M FE 5B 4,540 12,753
Amounts due to subsidiaries FETI B A RIFIE 21,477 4,472
Borrowings BE 122,877 86,767
Convertible bonds AR ES 589,650 =
Derivative financial instruments TESRITA 111,078 -
849,622 103,992
Net current assets RENEEFE 386,507 1,219,145
Total assets less current liabilities WEERREBEE 12,902,139 13,366,600
Non-current liahilities FEREBEE
Borrowings EBE 158,821 -
Convertible bonds AMARES - 559,186
Derivative financial instruments PTEEmMIT A = 120,496
158,821 679,682
Net assets EEFHE 12,743,318 12,686,918
Capital and reserves EXRRH#E
Share capital &N 39,121 39,115
Reserves it 12,704,197 12,647,803
Total equity HRER 12,743,318 12,686,918

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017
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46.

e VI HRAR MR

STATEMENT OF FINANCIAL POSITION OF THE 46. ARARIMBEARRT @)
COMPANY (conta)
Note: Bt
Details of the movement in the Company’s reserves are set out below: RATEEESE) 2 HIEHY WO T -
Convertible Share
Share preference option Exchange Contributed Retained
premium share reserve reserve surplus profits Total
BiEE  TRRELR BRERRE ERfE BaBs REEF @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000
ARETT ARETT ARETT ARBTT AREBTT ARETT  ARETR
Balance as at 1 January 2016 W2 E-A—-Hz&H% 6,299,142 5959,114 - 30,165 (18) 40,188 12,328591
Profit and total comprehensive income for the year ~ EERFI k2 ENEER - - - - - 230,924 230,924
Recognition of equity-settled share-based payments  FEFALARIEL B AR 2 2 130 - - 128,404 - - = 128,404
Dividend declared and made BERREFZRE - - - - - (40,116) (40,116)
Balance as at 31 December 2016 W=Z—RE+-A=+—-AzkH 6,299,142 5959,114 128404 30,165 (18) 2309% 12,647,803
Profit and total comprehensive income for the year ~ £E&F|R 2 AMEEE = - - - - 186,247 186,247
Exercise of share options {TiERRRRE 1,425 = (475) = = = 950
Recognition of equity-settled share-based payments  BEZAABRIEAS B ARID T T 2 (15 - = 80,408 = = = 80,408
Dividend declared and made BERREMZRE - - - - - (211,211) (211,211)
Balance as at 31 December 2017 REZ—+E+-A=+—-Azkt 6,300,567 5,959,114 208,337 30,165 (18) 206,032 12,704,197

#2(FEIBEREERAR
- FFR
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PARTICULARS OF PRINCIPAL SUBSIDIARIES

Particulars of the principal subsidiaries, each of which is a limited liability
company, as at 31 December 2017 and 2016 are as follows:

For the year ended 31 December 2017
HE_T+tFt+-A=1+—ALFE

47. TEMBRRANFR

R-B—tFR-FT-ARF+-_R=+—HTEH

BRRESRABRARMFBEMOT :

Place of
incorporation/ Issued and fully paid ordinary Effectively Principal activities
Name of subsidiary establishment share capital/ registered capital attributable equity interest (Place of operations)
HWEARER BaliAg BRTRARERRE/
g EMER ERELRAER ITEB(EERY)
Directly Indirectly
E# 3
LVGEM (Suzhou) Real Estate Investment Company Limited HK 156 shares of HK$1 each - 100%  Administration vehicle of
GRENHEREFRA &b 16REREEIETL R (2016:100%)  the Group (HK)
(ZE—"F:100%) REASEOHIME(ER)
Prosper View Group Limited* (“PVGL") HK 10,000 shares of HK$1 each - 51%  Investment holding (HK)
REAEEERA (THH]) &b 10,000 EREELE T2 R lA (2016:51%)  REHR(ER)
(ZZ—7F :51%)
Suzhou Garden Villa Development & Management Co., Ltd. PRC (Note (a)) 1S$20,550,000 - %%  Property development and
BNSERRRERERERAR HE(Arita) 20,550,000 (2016:95%)  investment (PRC)
(Z2-RNE:9%5%) DFERREA(RE)
Suzhou New Heritage GF Limited (“SNHGF") PRC 1S$26,600,000 - 61%*  Property development and
EMFanEARAR (HENHE]) i 26,600,057 (2016:61%¢)  investment (PRC)
(Z2E:61%")  DEBRRRA(RE)
Suzhou New Heritage WZA Limited PRC (Note (b)) US$8,000,000 - 100%  Property development and
BB EEERAR) E(frith) 8,000,000t (2016: 100%) investment (PRC)
(ZZ—7F:100%) WFRRRIE(E)
New Heritage WJA Limited PRC (Note (b)) 1S$13,000,000 - 100%  Property development and
RINEERRAT HEl(Aitb) 13,000,000%7 (2016:100%)  investment (PRC)
(Z2—RE:100%)  MEERRREA(RE)
Shenzhen LVGEM Asset Management Co., Ltd. PRC (Note (b)) RMB6,000,000 - 100%  Property management
Mg REEERERAR B (i) AR6,000,0007T (2016: 100%)  senvice (PRC)
(Z2—NF:100%)  MEEERB(PE)
Shenzhen LVGEM Hotel Co., Ltd. PRC (Note (b)) RMB10,000,000 - 100%  Hotel operation services
TG REEERAR REl(Hi b)) AR %10,000,0007 (2016: 100%) (PRC)
(ZZ—F:100%)  EELERK(PE)
Shenzhen LVGEM Jiyuan Property Management Service Co., Ltd. ~ PRC (Note (b)) RMB500,000 - 100%  Property management
RmERETERREERAR HEl(Artb) AR 500,000 (2016: 100%) service (PRC)
(Z2—RE100%)  MFERRBH(HE)
Shenzhen LVGEM Marketing Co., Ltd. PRC (Note (b)) RMB1,000,000 - 100%  Consultancy services
Mg FHERIARAA B (i) ARH1,000,0007T (2016:100%)  (PRC)
(ZT—~F:100%)  ERERE(RE)
Shenzhen LVGEM Property Management Co., Ltd. PRC (Note (b)) RMB5,000,000 - 100%  Property management
TGS NFERERAT B (Hizt(b) ARH5,000,0007 (2016:100%)  senvices (PRC)
(ZZ—RF:100%)  MEEERK(PE)
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47. PARTICULAR OF PRINCIPAL SUBSIDIARIES (contd) 47. XEMBREINFE @)
Place of
incorporation/ Issued and fully paid ordinary Effectively Principal activities
Name of subsidiary establishment share capital/ registered capital attributable equity interest (Place of operations)
WELAREE HEL/ BRTRAREERE/
HbE ERER BREGRRES TEEB(EXMR)
Directly Indirectly
Ef 3
Shenzhen LVGEM Real Estate Development Co., Ltd. PRC (Note (b)) RMB150,000,000 - 100%  Property development (PRC)
MmEEEHEREERA FEl(HrEH D) AR#150,000,00075 (2016:100%)  MEZE(RE)
(2575 1 100%)
Yiyang Zhonghe Real Estate Co., Ltd. PRC (Note (b)) RMB30,000,000 - 100%  Property development (PRC)
BETHREXARAT R (i) ARE30,000,0007 (2016: 100%)  MEBRE(RE)
(2573 £ 100%)
Zhengxinglong Real Estate (Shenzhen) Co.,Ltd. PRC (Note (b)) HK$40,000,000 - 100%  Property development (PRC)
FREREDE (R ERAR HE(Hi ) 40,000,000%7 (2016:100%)  MEERE(PE)
(2573 £ 100%)
LVGEM Management LLC USA 1S$500,000 - 100%  Property management
i 500,000%7C (2016: 100%) service (USA)

(ZB—RE: 100%)  MEEERH(ER)

Jianmai Limited (“Jianmai") BVI 200 shares of US$1 each - 75%  Investment holding (HK)

SERRAR(RE)) HERARREE 0055 REEIETRA (016:75%)  REHR(ER)
(Z2-7E: 5%)

Wisdom Concept Development Limited HK 2 shares of HK$1 each - 75%  Property development (HK)

EYHERERAR B REREBLETLL R (2016:75%)  MEEE(EE)
(Z5—E : 75%)

New Grade Investments Limited BVI 500 shares of USS1 each = 100%  Investment holding (BVI)

ABEARES 500 B Rm A1 E T Rl (2016:NIA)  BABR(ZBERRES)

(ZF7°F : TER)

Olinda Limited HK 20 shares of HK$1 each - 100%  Property investment (HK)

BA VEERAGIATZRN (2016: NIA)  IERE(RH)
(ZZ—\F : TER)
World Margin Limited HK 800,000 shares of HK$1 each - 100%  Treasury vehicle (HK)
tRERARA &% 800,000R B HREELATTL R (2016:100%)  REBEIME(ER)
(22755 100%)
Gemstones International Limited (“Gemstones”) BVI 1 share of US$1 100% - Treasury vehicle (BVI)
EZERARAT(EE)) KEAEREE  IRETZRH (2016; i) REAATH
(ZB— 5 &) (RBERRES)

& The Group has an effective interest of 51% (2016: 51%) in PVGL. In * AEBEEEHARISLI% (ZT—7RF : 51%) BERE K
the opinion of the directors, the Group has the power to control over the E-EERA ASEHREHNGAREKMEAR]
relevant activities of PVGL and its subsidiary and PVGL and its subsidiary MAEBES  BUHARERB AR EEAEEN
are consolidated in the financial statements of the Group accordingly. B4R e AR ©

# Approximate percentage. 5 MAE DL

ZE(PEDBERERRAT
- FFR
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47.

Notes:

(a)
under the PRC law.

(b)
the PRC law.

(c)

reporting period.

(d)
translation of the names is for reference only.

The above table lists the subsidiaries of the Company which, in the
opinion of the directors of the Company, principally affect the results for
the year or form a substantial portion of the assets and liabilities of the
Group. To give details of other subsidiaries would, in the opinion of the

directors, result in particulars of excessive length.

Material non-controlling interests

Summarised consolidated financial information of PVGL and its
subsidiary, Jianmai and its subsidiaries that have material non-controlling
interests is set out below. The summarised financial information below

represents amounts before intragroup eliminations.

PARTICULAR OF PRINCIPAL SUBSIDIARIES (contd)

This subsidiary is registered as a Sino-foreign cooperative joint venture

These subsidiaries are registered as wholly foreign owned enterprises under

Except for Zhengxinglong, which issued the Bond on 26 August 2016 as
disclosed in note 32, and Gemstones, which issued Private Notes and
Senior Notes in 2017 as disclosed in notes 30 and 32 respectively, none of
the remaining subsidiaries had issued any debt securities at the end of the

The official names of the PRC subsidiaries are in Chinese. The English

417.

Proportion of
equity interest held by

For the year ended 31 December 2017
HE_T—+H+_A=1—HUFE
FEMBRARNFE®
Bt

() HHBRARAREBETEEZEELATIGESLERT -

ZEMEARRIETEIERBLAINEBERE

anr

(b)

B IE 2 (ANBTRES2PA iR EE - EN—F—RFNAZ
TRBEBTZES) RBE (M E30 %32/ B FE -
ER—Z—tFETLERBRELRE)I - NR
EHR - EARIE A BB R T ERESES o

(c)

TENBARZETBRBAT N - RXEREHRS
Eogs

(d)

AAREERR  ERIIBZARRMBAR - £
EYEBAEBAFRE 2 RERRAESEEEREE
ZEZERBD c EERAFHAIFHMMTE R R
ZHBEESRBARILE °

EXGFERER

B R EA R E B A R A R B S EL T B A =) (EL
BEARHER#ER) 2 e MBEMESRIINT -
TRABVBERBRZENEREAR R RS H 2
B e

Accumulated
non-controlling

Total comprehensive
income (expenses) allocated to

non-controlling interests non-controlling interests interests
DEAFERERN
FERESIFENREL G FEWA ()48 Rt FERES
Name of subsidiary MEBAREE 2017 2016 2017 2016 2017 2016
“2—tF T F B+t T F ZB+tF TF
RMB’000 RMB’000 RMB’000 RMB’000
AR®ETRE ARBTT AR%®Trn ARET:
PVGL and its subsidiary B R E KB AR 49% 49% 4,172 6,320 39,666 35,494
Jianmai and its subsidiaries SBEREHBLT 25% 25% (43) (2,866) 152,975 156,538
Individually immaterial subsidiaries 1{ERII/NE & A A JEE AL N/A N/A
with non-controlling interests EmRMEAR TEA NEA (4,140) 3,600 40,500 41,120
(11) 7,054 233,141 233,152

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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47. PARTICULAR OF PRINCIPAL SUBSIDIARIES (contd) 47.

Material non-controlling interests (Cont'd)

(i) PVGL and its subsidiary

FENBATNFERE @

ERFERER(E)

() BEIRERELA]

2017 2016

—E—tF ZZT—RF

RMB’000 RMB’000

ARETT AREBFT

Current assets MENEEE 279,171 290,185

Non-current assets EMEEE 3 781

Current liabilities mENBE (145,414) (99,876)

Non-current liabilities IERBBE - (66,544)

Non-controlling interests of SNHGF (Note) BRGNS 2 FEIR PR RS (Ya7) (52,809) (52,108)

Equity P 80,951 72,438

Equity attributable to owners of the Company — ZN/A B I& R fE(G HE2 41,285 36,944

Equity attributable to non-controlling interests ~ JE#ZE A& i 25 (L 425 39,666 35,494

80,951 72,438

Revenue ek 7,062 157,895

Other income EH bl A 8,318 2,999

Expenses FAx (6,165) (143,194)
Attributable to non-controlling interests of BRN Fr 4B FEIR AR RE RS AR (A1 5F)

SNHGF (Note) (701) (4,801)
Profit for the year FEERF 8,514 12,899
Profit and total comprehensive income ARARIRRELBF R EER GBS

attributable to owners of the Company 4,342 6,579
Profit and total comprehensive income JEE IR RS R (R R R 2 HkssaEE

attributable to non-controlling interests 4,172 6,320
Profit and total comprehensive income for the FE &R &2 EWZE4E5E

year 8,514 12,899
Net cash (used in) from operating activities LESEE (BT ) TSR & /55 (8,714) 112,233
Net cash from investing activities REEBSHREFHE 2,572 72,989
Net cash from financing activities BB EHMSIRESFE 51 -
Net cash (outflow) inflow Be ORE)mAFEE (6,091) 185,222

Note: As at 31 December 2017, the Group holds 51% (2016: 51%) equity

interest in PVGL, which indirectly holds 80% (2016: 80%) equity
interest in SNHGF. In addition, the Group also indirectly holds the
remaining 20% (2016: 20%) equity interest in SNHGF. Therefore,
the Group effectively holds 61% (2016: 61%) in SNHGF.

Bt -

R-ZB—+E+-_A=+—8 A&EEHFH
% BAS1 %A #E( =T — N F : 51%) * B A
EF A &HIMNFA0REE(ZFT — R F :
80%) ° thHN - AREBINEEE R &M AR
T20% A (=T —75F : 20%) » FH It A
SEEBRFEHMNNF6LS (ZT—RF -
61% )ARHE ©

ZE(PEDBERERRAT
- FFR
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47. PARTICULAR OF PRINCIPAL SUBSIDIARIES (Contd) 47.

Material non-controlling interests (Cont'd)

(i) Jianmai and its subsidiaries

For the year ended 31 December 2017

HE_T—+H+_A=1—HUFE
FEMBARNFE @
BERFEERER(E)

(i) REBRERERF]

2017 2016
—E—+tF T —RF
RMB’000 RMB’000
ARET T ARETT
Current assets MEEE 677,033 702,260
Current liabilities mEAE (65,133) (76,109)
Equity s 611,900 626,151
Equity attributable to owners of the Company 7N R 5 fE(G#E%E 458,925 469,613
Equity attributable to non-controlling interests ~ FEIE & AE 25 FE (G HE2E 152,975 156,538
611,900 626,151
Revenue W 2% _ 3
Other income HAb U A = 2
Expenses X 171) (11,464)
Loss for the year FERE (171) (11,462)
Loss and total comprehensive expense AAFRRENEE R EAR A5
attributable to owners of the Company (128) (8,596)
Loss and total comprehensive expense eI R R IR R 2 E IR A5
attributable to non-controlling interests (43) (2,866)
Loss and total comprehensive expense for the E[EE38 & 2 E IS E5E
year (171) (11,462)
Net cash from (used in) operating activities RESEBIFTS (P ) I &R 15,972 (712,581)
Net cash from financing activities BB EEMERSFE - B, 1137
Net cash inflow (outflow) BERAGEH ) FEE 15,972 (161,444)

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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48. EVENTS AFTER THE REPORTING PERIOD

Subsequent to the end of the reporting period, the Group had following
significant events:

(a) Issue of convertible preference shares (the “2018 CPS”)

As detailed in the announcements issued by the Company dated
7 February 2018, on 7 February 2018, the Company entered
into the 2018 CPS subscription agreement with Silver Sure (BVI)
Investments Limited, an independent third party to the Group
and as the 2018 CPS subscriber pursuant to which the 2018
CPS subscriber agreed to subscribe for 132,564,669 new CPS at
the aggregate consideration of approximately HK$389.47 million
(equivalent to RMB325.56 million).

The subscription of the 2018 CPS represents approximately
3.88% of the total number of CPS as at 31 December 2017
and approximately 3.74% of the total number of issued CPS as
enlarged by the issue of the 2018 CPS. The 2018 CPS may be
converted into ordinary shares. Assuming full conversion of the
2018 CPS, an aggregate of 132,564,669 ordinary shares will be
issued. The ordinary shares represent approximately 2.81% of the
total number of shares currently in issue and approximately 2.73%
of the total number of enlarged issued shares of the Company.
The allotment and issue of 2018 CPS was completed on 21
February 2018.

Key terms of the 2018 CPS

o Holder of the 2018 CPS will be entitled to receive notices
of and to attend the general meetings of the Company but
are not permitted to vote unless a resolution is proposed to
vary the rights of holder of the 2018 CPS or a resolution is
proposed for the winding up of the Company;

° Holder of the 2018 CPS has the right to convert each 2018
CPS at any time into one ordinary share of the Company
without the payment of any additional consideration. The
holder may not exercise the conversion right if upon the
conversion, the percentage of ordinary shares held by the
public will fall below the minimum public float requirement
under Rule 8.08 of the Listing Rules. The shares that are
issued upon the exercise of the conversion right of the
2018 CPS are not subject to any restriction;

o The 2018 CPS cannot be redeemed by the Company or its
holder;

° Holder of 2018 CPS will have priority over the holders of
ordinary shares of the Company on the assets and funds
of the Company available for distribution in a distribution
of assets on liquidation, winding-up or dissolution of the
Company;

e VI HRAR MR

48. HEHREIR

WEMRE  NEBEBLEATEREMN

(a)

RITABRRELR(T=2-N\FTRREL
)

AR BHAEZE—N\F_ALtANRE
Frsfit - R=ZF—\F=-AtH ' AAFH
BIRBVNERERAR BN AEBMHE=
B WEAZT—N\FaRRKRELKRRBEA)
AT N\FO R ELERRERE &
I - N\Fr R ELERREARE AR
RIEA389.47A BB T(HMERARKE325.56
BAETT)RHE132,564, 6693 AT B SE AL o

R N\FABMEBEEEREER T L5+
A=t BARRERREEH3.83% KA
BT \FRBRREERMERZEET
AR B IR BB 74% « —T— \F A
B BRI R S BB o RR—F—
NEBREERETEL R - BEBTaH
132,564,6690 & @A 17 o BB IEE
B BB BT 8 814)2.81% S AR A R AR ¥
AEBEITROBEL2.73% - —T—/\Fa[#a
REERNEENRBETER T N\F_A=
+T—HZK e

T \FARREERZ EEER

. —T- \FUBRRELERHEAREHE
WHRAR A B R &3 & I H AR A
BRIRARE - BXTETREOERN - B
FEFRENABRE B T /\Fa
BREREBISE AN SR AREE

BITERESR

. T \FRBRRELRTE AR
Rk =2 — N\ FrRREERER
B—RARREBERD - BRI
EREAMRE o MR - RRAL
PR EBAR D 2 B0 R LR A
F8.08Ik 2 RIEARFREBRE - Rl
BATGTEBRE - TE_F—\F
AHRRHE S 2 B RT 2 R A
RAEAIR S -

. ARAH —F— \FaBRREERFE
ANAIE R — T — \F @R

. RRAREEE - BRI D IRE E
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48. EVENTS AFTER THE REPORTING PERIOD (contd)

(a)

(b)

(c)

Issue of convertible preference shares (the “2018 CPS”) (Cont'd)

The 2018 CPS will be classified as equity instruments in the
Group’s consolidated financial statements as the Group does not
have a contractual obligation to deliver cash or other financial
assets arising from the issue of the 2018 CPS.

Issue of new ordinary shares

As detailed in the announcements issued by the Company dated
7 February 2018, on 7 February 2018, the Company entered
into a share subscription agreement with Leadon International
Investments Real Estate Limited, an independent third party to the
Group and as the share subscriber, pursuant to which the share
subscriber agreed to subscribe for 132,564,669 new ordinary
shares at the subscription price of HK$2.938 per share totalling
approximately HK$389.47 million (equivalent to RMB325.56
million). The subscription shares represent approximately 2.81%
of the total number of ordinary shares of the Company currently in
issue and approximately 2.73% of the total number of Company’s
enlarged issued ordinary shares of the Company.

The allotment and issue of subscription shares were completed on
26 February 2018.

Placing and subscription

As detailed in the announcements issued by the Company dated
8 February 2018, on 8 February 2018, China LVGEM as the
vendor and holding approximately 21.4% equity interest in the
Company, entered into the placing and subscription agreement
with the placing agents pursuant to which the placing agents have
agreed to place the 80,000,000 existing shares (“Placing Shares”)
at a price of HK$2.938 per share (the “Placing Price”) on behalf
of China LVGEM totalling approximately HK$235.04 million
(equivalent to RMB196.47 million). The Placing Shares represent
approximately 1.69% of the total number of shares in issue and
approximately 1.67% of the total number of issued shares as
enlarged by the issue of the subscription shares. The Placing
Shares will be placed by the placing agents to Essence Securities
Co., Ltd. — QDII and Guosen Securities Co., Ltd. — QDII, who are
independent third parties.

Pursuant to the placing and subscription agreement, China
LVGEM has conditionally agreed to further subscribe at the
Placing Price for 80,000,000 new ordinary shares of the
Company. The subscription shares represent approximately 1.69%
of the total number of ordinary shares in issue as at the date of
the announcement and approximately 1.67% of the total number
of enlarged issued ordinary shares of the Company.

The placement of the Placing Shares and issue of subscription
shares were completed on 14 February 2018.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017

For the year ended 31 December 2017
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48. REHEEE &)

(a)

(b)

(c)
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Financial Summary

B HE

A summary of the results and of the assets and liabilities of the Group for the AEEREAEAVREFEZEEARBEERBEESEE
last five financial years, as extracted from the published audited financial E2EF—=F —_FT-NFEF_FT—RHF+-_A=+—H
statements for the year ended 31 December 2013, 2014 and 2015 as below. HFEZEFIBEEZMBRER)NOT - BE_T—XREFR
For the year ended 31 December 2016 and 2017 which extracted from the —E+tHF+ A=+ BLEFEIRBEE T —tFF
annual report 2017 was restated as appropriate, is set out below. - WELES(WEA) °

Year ended 31 December
HE+-HA=1—-HLEE

2013 2014 2015 2016 2017
—E-=F —T-mF —Z-RF —ERF —E—tF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETTT AREFTT AREFT AR®T R
(restated) (restated) (restated)
(& =51) (s =51) (& =75)
RESULTS ES
Revenue W 169,922 5,245,348 1,210,270 4,590,162 2,967,751
Profit from operation IR 2,839 3,115,202 853,975 2,259,932 2,111,059
Finance costs BE A (1,462) (218,322) (262,868) (406,500) (613,592)
Share of results of joint ventures BiEEERRIEE - (40) (30) 9) (93)
Share of results of associates i NG E 2 15,878 - - - -
Profit before tax BT A 22 F 17,255 2,896,840 591,077 1,853,423 1,497,374
Income tax expense FTSFimAY (20,984) (1,148,266) (166,492) (1,044,757) (458,811)
Profit (loss) for the year FERBF(EE) (3,729) 1,748,574 424,585 808,666 1,038,563
Attributable to owners of the Company A< &% 5 &l (11,790) 1,746,606 417,780 802,297 1,035,392
At 31 December
R+=B=+—-H
2013 2014 2015 2016 2017
—T-=f —TpE —T-AF —TRE =2—+tF
RMB'000 RMB'000 RMB’'000 RMB’000 RMB’000
AREFTT ARBFT ARBETIT ARETT AR®TR
(restated) (restated) (restated)
(E5) (gE5) (&gE5)
ASSETS AND LIABILITIES BERER
Non-current assets EREEE 427,083 13,111,211 13,606,921 14,399,166 22,654,001
Current assets MBI EE 1,074,418 8,749,437 10,385,006 11,525,352 14,142,819
Current liabilities mEEE (524,590) (5,188,827) (7,193,427) (5,816,445) (9,650,864)
Non-current liabilities FRBEE (120,161) (8,594,173) (8,825330) (10,910,409  (17,076,753)
Net assets BEFE 856,750 8,077,648 7,973,170 9,197,664 10,069,203
Equity attributable to AR AR EE RS
owners of the Company 778,660 8,009,418 7,881,077 8,964,512 9,836,062

#2(FEIBEREERAR
- FFR



List of Principal Properties

INVESTMENT PROPERTIES
BREY=

Properties

LES

1866-Zoll Center located at
the eastern side of Meilong Road and
the southern side of Zhongmei Road
Bao’an District
Shenzhen City
Guangdong Province
The PRC
R BIE R A R T E & =R B R A &
Fp i 5 A 1866 4B HR 0

Chanson Zoll Center located at
the western side of Minzhi Road
Minzhi Community
Bao’an District
Shenzhen City
Guangdong Province
The PRC
R BEEREFAIIMERRERATERGH
PRI BB L

Various commercial units of
LVGEM Chanson Meilu Garden
located at the western side of Minzhi Road
Minzhi Community
Bao’an District
Shenzhen City
Guangdong Province
The PRC
R B ERE R E R ERAHT ERIGE
AN EERER %S

Various commercial units of City Garden
located at the western side of Longxiang Avenue
and the eastern side of Huangge Road
Longguang District
Shenzhen City
Guangdong Province
The PRC

iz AP B B B 4 R I T e ol (R BE P K8 PR 1Al R
= IR SR ARk T 2 5 B R 2 B R S B AL

Interest
Attributable
to the Group

REBELES

100%

100%

100%

100%

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017

Approximate
Total Gross
Floor Area
(square meter)
BREZEEE Eh
(FF2K)

Type

54,360 Commercial
[EES

36,890 Commercial
[SES

330 Commercial
[EES

4,810 Commercial
[EES

Lease Term

Eizh

70 years from
31 August 2004 to
30 August 2074
ZETWFNA=FT—HE
—TtEFENA=T+A
AH70F

70 years from
6 August 2010 to
5 August 2080
—ZT-TFENARBE
—ZENZEFNAAR -
AER705

70 years from
6 August 2010 to
5 August 2080
—T—ZTFNARHE
—ENEFNARAR -
BER706

70 years from
22 February 2001 to
21 February 2071
—“EET-F-A-+=H=Z
—Et—F-A=+—H"
AER70F



INVESTMENT PROPERTIES (Conta)
BREY=R#)

List of Principal Properties

EE:LY/E S

Interest Approximate
Attributable Total Gross
Properties to the Group Floor Area Type Lease Term
(square meter)
S ArEEREGERE BOLZEEE Ei HHE
(FFF7K)

Various commercial units and car parking 100% 51,230 Commercial 70 years from
spaces of Hongwan Garden located at the (SES 16 December 2011 to
northern side of North Ring Avenue and 15 December 2081
the eastern side of Meilin Road —E——F+ZA+ARAE
Futian District “EN—F+=A+HA -
Shenzhen City BHER70F
Guangdong Province
The PRC

7 AP B R BR A R I T 4 F = AL IR B AL A
HEAREE SRR ETE R 2 (Erg 2 850 R 2 A=

Various commercial units of LVGEM Hotel 100% 4,410 Commercial 70 years from
located at the western side of Xinzhou Road and (EES 30 December 2003 to
the northern side of Xinzhou Sixth Road 29 December 2073
Futian District —TE=F+-A=1+HZE
Shenzhen City —ZE+=F+=-HA=+AhB -
Guangdong Province BHER70F
The PRC

2 FA R B & B & R Y1 T 4 B [ 3 B P 1 K2
FN7SBR AL BIR AR e TERDAE Z (B B

Various commercial units of 100% 2,810 Commercial 70 years from
Lanwan Peninsula Community located at [GES 20 September 2001 to
the northern side of Furong Road 19 September 2071
Futian District —TE—FNA=+HZE
Shenzhen City —TtE—FNA+IA -
Guangdong Province AH7046E
The PRC

(7P B & 5R ARY T 4 H (B AR SR B AL Al ey B
Yt S EE AL

Various commercial units, office units and 100% 108,360 Commercial 50 years from
car parking spaces of Tower A of (EES 8 May 2005 to
NEO Urban Commercial Complex located at 7 May 2055
the junction of Shennan Boulevard and “EERFRANBE
Xiangmihu Road “TRAFHALER
Futian District AHI50F

Shenzhen City
Guangdong Province
The PRC
7P R B B A R Y T 4 R [ R a8
BE N ELHINEOE M A BAR S BARZ (&
[EE3XVANE /N VXXV

ZE(FEDHERERRD A

- FFR



List of Principal Properties

1. INVESTMENT PROPERTIES (Cont'a)
BREW=R#)

Interest
Attributable
Properties to the Group

L/ES REBEL S

Various commercial units and car parking 100%
spaces of Tower B and Tower C of
NEO Urban Commercial Complex
located at the junction of Shennan Boulevard
and Xiangmihu Road
Futian District
Shenzhen City
Guangdong Province
The PRC
A R B B BR A R Y T @ H [ s K8
BE M ZEFZHNEOE T T5AR S BEBAE K
CPE% fRIpE 3 B8 i e B L
Various commercial units of Phase Il of 100%
LVGEM Garden located at the western side of
Xinzhou Road and the northern side
of Fugiang Road
Futian District
Shenzhen City
Guangdong Province
The PRC
iz O FP [ B B A R 9 i e R [ M i P 1R R
BRI A AR RIEE —BA% (Epg SE 0L
Various commercial units and car parking 100%
spaces of Mangrove Luxury Garden located at
the junction of Shazui Road and Jindi First Road
Futian District
Shenzhen City
Guangdong Province
The PRC
2P HR B & BRI T 4 R [ ) B B 3 — B%
M R VAL AS = 55k % (R SE B i ] S s

Various commercial units and ancillary units of 100%
LVGEM Garden Estate located at
No. 1185 Jin Dao Tian Road
Luohu District
Shenzhen City
Guangdong Province
The PRC
IR B SR A AR T 728 M 2 S TR R 1185584
R AR S REEEEA

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Annual Report 2017

Approximate
Total Gross
Floor Area
(square meter)
BRBREEEE Fh
(FFFHK)

Type

26,100 Commercial
[SES

20,610 Commercial
[SES

29,950 Commercial
[SES

3,820 Commercial
[EES

Lease Term

HH

70 years from
26 February 2002 to
25 February 2072
ZETCF_AFTRAERE
— T+ —F—-H—-+HH "
AER705

70 years from
5 February 2001 to
4 February 2071
—EET—F_HAHEZE
—T+—F=AWMA -
AER705

50 years from

23 November 2012 to

22 November 2062
—F-Ht+—-A=-F+=R%E

70 years from
9 March 1998 to
8 March 2068
—NNANEFE=ANABE
—ERNN\E=ZANR
AHI70%F



INVESTMENT PROPERTIES (Conta)
BREY=R#)

Interest
Attributable

Properties to the Group

LIES REBEGES

A parcel of land and blocks located at 89%
Yi Jia Industrial Park, Fugian Road,
Guanlan Street
Bao'an District
Shenzhen City
Guangdong Province
The PRC
IR B E R &R B R & B R ATE R AT
RRETERE— B HMNZEEE
LVGEM Zoll International Garden Shopping Centre  100%
located at Hexi Street, Huazhou Guangdong
Province, The PRC
LA B & SR A (LM TRl F A B A PR B R
TESEE O

LVGEM Zoll International Garden Shopping Centre  100%
Zone B4 located at Hexi Street, Huazhou
Guangdong Province, The PRC

P B R 3R A L TR PR T8 A R AR B PR
TEREY T OBARIEE TR

Hong Kong LVGEM NEO located at No. 123 Hoi 100%
Bun Road, Kwun Tong, Kowloon, Hong Kong

IR EENEBIEBEB1235REEERNEONE

Sunshine Bay Project located at Village 1, 100%
Commune No.3, Mittaphea Town,
Shihanoukville Municipal, Cambodia

IR T B AR e oRIE ITIE 5 =&
— SR RIAR

The Shopping Arcade of Phase | and various 95%
commercial units of Phase V of Suzhou
Garden Villa located at 98 Shi Shan Road
New District
Suzhou City
Jiangsu Province
The PRC

R R BT R AR T ET I 260 L R 985k 88 2E 51
FE—HEYES R ERRSEEHE

List of Principal Properties

EE:LY/E S

Approximate

Total Gross
Floor Area Type Lease Term
(square meter)
BRREEERE EH FHH
(FFFHXK)
37,150 Industrial 50 years from
N 8 July 2002 to
7 July 2052
—EEFEANBE
—TR-FtAtRH -
A HI50F
22,170 Commerical 40 years from
(EES 23 April 2012 to
22 April 2052
—E——FMNA=Z+=RAZE
“ERA-FMA=+=A -
AHE40F
23,250 Commerical 40 years from
[EES 23 April 2012 to
22 April 2052
—T—FMA=Z+=HZE
“TR-FMA=+=H -
AH40F
Residential 70 years from
F=E 23 April 2012 to
22 April 2082
ZE——FNAZ+=HZ
—EN=FMA=+=H "
AHI705
55,390 Commecial From 29 November 1988 to
(EES 30 June 2047
—NWANFE+—A=Z+hBZE
Nt FEARA=1H
45,060 Commercial No lease term
[EES 28 BR
11,020 Commercial 70 years from
(EES 19 October 1992 to

18 October 2062

—NNZ=F+A+HIBE
ZERZF+HATNR
RE70F

#2(FEIBEREERAR
- FFR



List of Principal Properties

INVESTMENT PROPERTIES (Cont'd)
BREY=R#)

Interest
Attributable
Properties to the Group
ES AEBEEGRERS
Garden Court Plaza located at 95%
No. 1333 Binhe Road
New District
Suzhou City
Jiangsu Province
The PRC

377 R BT &R & AN T 3T )R] 5% 13335k 87 8
[HELa2lP

Villa J101 of Phase | of Suzhou Garden Villa 95%
located at No. 98 Shishan Road
New District
Suzhou City
Jiangsu Province
The PRC

7 R FP BT AR B 8T [ 0 LU BRO8SR SR EE 50
F£—HjJ10152

Flat 1A of Jin Guo Tower, Flats 1A, 8C, 17C and 95%
18D, of Jin Xing Tower of
Phase Il of Suzhou Garden Villa located at
No. 98 Shishan Road
New District
Suzhou City
Jiangsu Province
The PRC

7 AP BT A58 B TR [ 0 LU BRO8SR R EE 50
F_HRIREIE 1A ~ $REFEIA - 8C  17CK
18DZE

Flats 1B, 1D and 1F of Jin Bon Tower of 95%
Phase Il of Suzhou Garden Villa located at
No. 98 Shishan Road
New District
Suzhou City
Jiangsu Province
The PRC
FR BT &R &R T T = 200 L B O8SR R 2E 50 25 = HR
$RHAE1IB ~ IDMIFE
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Approximate

Total Gross

Floor Area Type
(square meter)
BRREEEE Bh
(FFK)

4,480 Commercial
[EES

270 Residential
F=E

727 Residential
F=

480 Residential
F=E

Lease Term

A

70 years from
16 January 1995 to
15 January 2065
—hANRF—RA+BE
—ERRF—A+RA
HEA705F

70 years from
19 October 1992 to
18 October 2062
—NWAZF+A+TNLBEE
ZTRZFTATNE
AHE70F

70 years from
19 October 1992 to
18 October 2062
—NMNZ=F+A+NBE
ZERZFTHA+TNAR
AH70F

70 years from
19 October 1992 to
18 October 2062
—NN=F+A+HIBZE
ZTERZFTATNE
ABHE70F



List of Principal Properties

EE:LY/E S

PROPERTIES UNDER DEVELOPMENT FOR SALE
ZEPHEUR

Interest Approximate
Attributable Approximate Total Gross Estimated Date
Properties to the Group Total Site Area  Floor Area Type of Completion Progress
(sq.m.) (sq.m.)
mE FrEEEGES BASMEEE BOLEREEE 85 FAEtER B ERMRR
(FEFHK) (FEAHK)
Residential and commercial 100% 24,420 305,450 Residential/ 2018 Under
units of Mangrove Luxury Commercial —Z—\&F construction
Garden located at the southeast Fx mE TRRH#ETH
corner of the intersection of
Shazui Road and Jindiyi Road
Futian District
Shenzhen City
Guangdong Province
The PRC
AR B ER B R TEHEEYD
W& BE AN < b — 2% 32 B SR e A
RALRNESREEREFER
Residential and commercial units 100% 729,420 2,249,150 Residential/ 2018 Under
of LVGEM International Garden Commercial —Z—\%F construction
located at the northwest of FE /% THEfTH
Juzhou Park, Hexi Road,
Huazhou County, Maoming
Guangdong Province
The PRC
AL B SR & B LM A
BN B L Al /AE = B TE
FEKEFEIEE
Residential, commercial and 100% 271,200 949,200 Residential/ 2020 Demolition and
industrial complex located at Commercial —ZE=ZF relocation plan
Liguang Village, Guanlan Town EcY A E in progress
Bao'an District HEITHRE
Shenzhen City HEDES
Guangdong Province
The PRC
MRFBEERERITERR
BREEANNEEREE
Office, SOHO and retail arcade to 100% 14,590 81,540 Commercial/ 2018 Under
be situated at Office —E-N\F construction
Ta Yun Road West, [CEYE NS TREITH

Yue Lai Xi East,
Economic Development Zone,
Wuzhong District, Suzhou,
Jiangsu Province, the PRC
AR BT FHMNTRP R
ERERERRARNEIOR
RAMAZEAE  PEBAE -
RERAERTERS

#2(FEIBEREERAR
- FFR



List of Principal Properties

ZEPRHEURE)

Properties

LIES

Residential, commercial and
industrial complex located at
No. 4088 Qiaoxiang Road in
Nanshan District, Shenzhen City
Guangdong Province
The PRC

MR BERE R mELE
BEKA0BSHRMETE - %
RIER—BERa1EER

Villa located at Deep Bay Road near

Mong Tseng Village and
Mong Tseng Wai,
Lau Fau Shan,
Yuen Long,
New Territories,
Hong Kong
BN ERTARTILRE
WHERHIZE

AT B AT

Interest

Attributable Approximate

to the Group Total Site Area
(sq.m.)

rEBEEGES BOAMERERE
(F7K)

100% 10,860

75% 82,400

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED

Annual Report 2017

PROPERTIES UNDER DEVELOPMENT FOR SALE (Cont'd)

Approximate

Total Gross Estimated Date
Floor Area Type of Completion
(sq.m.)
BRBAEEEE i FAEHTEEL B &
(EAXK)
97,210 Residential/ 2019
Commerciall —Z—H%E
Industrial
complex
= /HE/
TR
23,880 Villa 2022
AlEE T F

Progress
ERAMR
Under

construction

TR

Planning stage
Rithae
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